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Executive Summary

Sincethe CaribbeanBasn Economic Recovery Act (CBERA, dso known asthe CaribbeanBaan
Initiative, or CBI) was enacted in 1984, it has had a very positive impact on both U.S. and CBI
country exports. U.S. exportsto the region have more than tripled to $19.2 billion. A 1984 trade
deficit with the region became a trade surplus of over $2 billion by 1998. Taken together, the
countries of the region are the seventh largest market for U.S. exports, greater thanFrance or the
Netherlands. The region absorbs 3% of tota U.S. exports.

Meanwhile, exports from CBI countries to the United States grew from $8.9 hillionin 1984 to
$17.1 billionin 1998. Imports entering the United States duty-free under the CBERA program
have grown even more rapidly, increasing more than five-fold from $576 million in 1984 to $3.2
billion in 1998.

When combined with economic reformand liberdizationby the beneficiary countries themsalves,
the CBERA program has been successful inachieving one of itsmgjor goas. contributing to export
diversficationinbeneficiary countries. Whiletraditional exportssuch aspetroleum products, sugar,
coffee, cocoa and bananas remain important sources of foreign exchange and employment in the
region, other products, such as dectricd and dectronic machinery and parts, and opticd,
photographic and surgica equipment have emerged as vidble exports from some CBERA
countries.

Evenwithintraditiond sectors suchas agriculturd products, CBERA beneficiaries have succeeded
in divergfying into new non-traditiona products, such as strawberries and cut flowers. Such
products account for an increasing share of total entries under the CBERA programs.

While CBERA beneficiaries have succeeded in diversfying their economies, alarge share of thair
exports to the United States are dill not covered by CBERA benefits. In 1998, only 18.8% of
total exports to the United States from CBI countries were goods qudlified to enter under
preferentiad CBERA provisons, up from6.5% in 1984 whenthe programbegan, but sill amodest
percentage of thetotd.

In addition, dthough exports to the United States under the CBERA program have registered
impressive gains, the market share of CBERA countries fdl from 2.7% of totd U.S. importsin
1984 t0 1.9% of tota U.S. importsin 1998. Thus, the CBERA countries have not participated
as fully as other countries in meeting the growing U.S. demand for imports during our extended
period of economic growth.

A number of factors have contributed to this decline inmarket share. Deteriorating termsof trade

for many agricultura products and adump in world ail prices have negatively affected traditiona
exports from the region. The Asian economic crigs and the resulting devaluations increased the
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compstitiveness of exports from that region, at the expense of CBERA beneficiaries. In addition,
trade liberdizationimplemented asaresult of NAFTA and the WTO Uruguay Round hasreduced
the margins of preferencesprevioudy enjoyed by CBERA beneficiaries. Findly, thegrowthin U.S.
demand has been more heavily weighted toward higher-technology (and more capita-intensive)
products than are produced in CBERA countries.

The region was aso struck by natura disasters of unprecedented magnitude (Hurricane Mitch in
Central Americaand Georgesinthe EasternCaribbean) in1998. Damage estimatesfor theregion
vary, with $7-10 billion commonly cited. Export sectors were hit hard: CBERA entries from El
Salvador in 1998 fdl 39% year-on-year, with entries from Nicaragua fdling 46% for the same

period.

The U.S. Government has responded generoudy, providing significant funds for both short-term
disaster rdief and medium-term reconstruction. USAID funds for such programs totd $38.8
million in the Caribbean and over $432.2 million for Centrd America

The devagtation caused by the hurricaneshas also raised the profile of another key element of the
U.S. drategy to assist the region — enhancement of CBERA benefitsto include certain categories
of apparel and other products previoudy excluded fromthe programby statute. In 1998, appard,
whichisnot digible for CBERA benefits, accounted for 48% of exportsto the United Statesfrom
CBERA countries. The vast bulk of gpparel exports from the region to the United States contain
subgtantid U.S. content in the form of U.S. fabric and yarn.

Severd legidaive proposas to enhance CBI bendfitsare currently being considered by Congress.
The Adminigtration has expressed itscommitment to work withCongressto obtain passage of CBI
enhancement as soon as possible. It has assumed increased importance as a means to help the
countries of the region rebuild their economies following the destruction of Hurricanes Mitch and
Georges last year.

Enhancement of CBERA benefits will also serve as a step toward reciprocal hemispheric trade
liberalization as envisoned in the Free Trade Area of the Americas (FTAA).

Existing criteria for CBI benefits, as well as additiond criteria that may be included in CBI
enhancement legidation, hep to promote the kind of policiesthat will facilitatebeneficiary countries
full participation in the FTAA.

Already, for example, CBERA, together withthe GSP (Genera System of Preferences) program,
has contributed to improving worker rights in the region. For example, the Guatemalan
Government has devel oped adminidrative remedies, suchas the suspensonof export licensesand
the withdrawd of various tax benefits and operating permits, to deal with labor law violations.
Also, procedures for the registration of labor unions have been smplified.
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Labor interests in various Caribbean Basn countries have supported both the existing CBI
programand itsproposed enhancement as a means to promote continued improvement inworker
rightsin the region.

Smilaly, CBI, together with GSP, has proven a strong incentive for countries to improve
protection of intdllectud property rights (IPR). A number of countries in the region have enacted
new legidation providing strengthened |1PR protection. Others have signed bilaterd agreements
with the United States providing better 1PR protection. The temporary suspension of some of
Honduras' GSP and CBI benefitsin 1998 sent a strong signa to the region of the importance the
United States attaches to beneficiaries not just enacting , but also enforcing adequate protection
for IPR.

In addition, many U.S. gpparel manufacturers are heavily involved in production-sharing activities
in CBERA beneficiary countries. CBI enhancement will strengthen these partnerships and assist
them in maintaining their competitiveness with producers outside the region who do not use U.S.
inputs.

Thus, the CBI program has contributed significantly to the two-way expansion of trade between
the United States and the countries of Central Americaand the Caribbean. This trade expansion
has srengthened our overdl relations with these countries and provided new economic
opportunitiesfor people throughout the region. Aswe move together toward the Free Trade Area
of the Americas, anenhanced CBI program canfoster even closer rdaions and greater prosperity
throughout the Caribbean rim..



Third Report to Congress on the Operation of
The Caribbean Basin Economic Recovery Act

INTRODUCTION

The Caribbean Basin Economic Recovery Expansion Act of 1990 required the President to submit areport
to Congress on the operation of the program by October 1, 1993, and every three years thereafter.
Congress directed that the report address the operation of the program, including a generd review of
beneficiary countries based on the consderations described in subsections 212(b) and (). The Third
Report to Congress on the Operation of the Caribbean Basin Economic Recovery Act updatesthe 1996
report. It covers the period from mid-1996 through mid-1999. While the Office of the U.S. Trade
Representative prepared the find verson, the following agencies contributed to and gpproved this report:
the Departments of State, Treasury, Commerce, Agriculture and Labor, the U.S. Agency for Internationa
Development (USAID), the Office of Management and Budget, the National Economic Council and the
Nationa Security Council.

The Caribbean Basn Economic Recovery Act (CBERA), better known as the Caribbean Badin Initidtive
(CBI), passed Congress in 1983 and was implemented largely during 1984. The CBERA provides
beneficiary countries duty-free access to the U.S. market for al products not excluded by law. The
CBERA was amended in 1990; CBERA 1 (dso known as CBI 1) made the CBERA a permanent
program and modestly increased market access to the United States.

The CBERA imposes conditions countries must meet to be designated and conditions to maintain
beneficiary status. The standards, in some cases such as the protection of intellectud property rights and
worker rights, have increased in importance since CBI | wasenacted. The approaching January 1, 2000
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WTO deadline for developing countries to implement TRIPS obligations agreed to under the Uruguay
Round has further increased interest inl PR obligations. While most beneficiaries are taking steps to mest
the higher U.S. standards, some are encountering difficultiesin doing so. Thisreport liststhe countriesthat
have been designated as beneficiariesand describes the stepsthey are taking to maintainbeneficiary status.

The CBERA was initidly envisoned as a program to facilitate the economic development and export
divergfication of the Caribbean Basn economies. Overadl, however, the CBERA appears to have
benefitted both the beneficiary countries and the United States. U.S. exportsto the region have morethan
tripled since the program began. A 1984 U.S. trade deficit with the region turned into a trade surplus of
$2 billion by 1998, and a surplus of $830 million for the first six months of 1999.

This report is divided into the following sections. Chapter 1 briefly describes the key sections of the
CBERA, including the law's requirements, the designation of beneficiary countries, and the changes made
iNCBERA 1. Chapter 2 highlightstrade between the United Statesand the CBERA beneficiaries, drawing
largely uponthe annud reports prepared by the U.S. Internationd Trade Commission (USITC). Chapter
3 describes the CBERA beneficiaries adherence to the criteriain the law. Chapter 4 summarizesprivate
sector commentsreceived as aresult of the Adminigtration's Federal Register notice requesting comments
on the program.

Chapter 1

DESCRIPTION OF THE CBERA

Key Provisions

The Caribbean Basin Economic Recovery Act of 1983 (CBERA), commonly known as the Caribbean
Badin Initigtive or CBI, dlows the President to grant unilateral duty-free treatment on U.S. imports of
certain dighble articles from beneficiary countries. Congress amended the CBERA in Title Il of the
Customs and Trade Act of 1990 by enacting the Caribbean Basin Economic Recovery ExpansonAct of
1990, commonly known as CBI II.

CBI 1l made the trade benefits of the CBERA permanent by repeding the 12-year termination date of
September 30, 1995, inSection218. CBI 11 dso made certainimprovementsinthetrade and tax benefits.
Market access provisions enacted by CBI 1l include: a 20 percent tariff reduction on certain leather
products, phased in over five years beginning in 1992 but limited to atota reduction of 2.5 per cent ad
valorem; duty-free trestment for Puerto Rican products imported from CBI countries; and duty-free
importsfrom beneficiary countriesfor productsmadefrom100 percent U.S. components, except for textile
and appard articles, and petroleum and certain products derived from petroleum.



Additiona improvements provided in CBI 1l include: an increase in the duty-free tourist dlowance from

$400 to $600; duty-free entry of one additiona liter of dcoholic beverages for U.S. resdents returning

directly or indirectly from a CBI beneficiary country; anexceptionto the generd cumulaionrule, required

under the antidumping and countervailing duty laws, for imports from CBI beneficiary countries; a
scholarship assistance programfor the region; and a strong commitment to make investment fundsavailable

to qualifying CBI countries under Section 936 of the Internal Revenue Code, since phased out.

In addition, as part of the ongoing efforts to make the program more effective through adminigtrative
enhancements, the lig of products digible for CBERA duty-free trestment was expanded through two
proclamations, intended to make the CBERA consistent with the Generalized System of Preferences
(GSP). Effective September 28, 1991 (Presdentia Proclamation Number 6343), 94 tariff categories,
afecting 47 million dollars in 1991 imports, were provided new or expanded duty-free treatment. A
second expans on became effective on July 17, 1992 (Presidentia Proclamation Number 6455). Twenty-
eight tariff categories were provided new or expanded status as CBI-digible goods.

Country Eligibility

Section 212 of the CBERA providesfor the consderation of the following 27 countries and territories as
potentidly digible for CBERA benefits. Anguilla, Antigua and Barbuda, The Bahamas, Barbados, Bdlize,
CostaRica, Dominica, Dominican Republic, El Salvador, Grenada, Guatemala, Guyana, Haiti, Honduras,
Jamaica, Nicaragua, Panama, Saint Lucia, Saint Vincent and the Grenadines, Suriname, Trinidad and
Tobago, Caymanldands, Montserrat, Netherlands Antilles, Saint Kitts-Nevis, Turksand Caicos Idands,
and British Virgin Idands.

Currently twenty-four countries, territories, and successor political entities receive CBI benefits. The
fallowing 20 countries were designated on January 1, 1984: Antigua and Barbuda, Barbados, Bdlize,
BritishVirginldands, Costa Rica, Dominica, Dominican Republic, El Salvador, Grenada, Guatemala, Hati,
Honduras, Jamaica, Montserrat, Netherlands Artilles, Panama, St. Kitts and Nevis, Saint Lucia, Saint
Vincent and the Grenadines, and Trinidad and Tobago. The Bahamaswasdesignated on March 14, 1985.
OnApril 11, 1986, Aruba was designated retroactive to January 1, 1986, upon becoming independent of
the Netherlands Antilles. Guyana was designated effective November 24, 1988. Nicaragua was
designated effective November 13, 1990. Panama's beneficiary status under CBERA was suspended on
April 9, 1988, making it the firg country to lose itsdesignated status, and wasrestored effective March 17,
1990.

The falowing digible countries and territories have not officdly requested beneficiary status. Anguilla,
Cayman Idands, Suriname, and Turks and Caicos Idands.

Section 212 aso specifies the circumstances under which the President shdl not designate a country asa
beneficiary and ligtsthe conditions the President shdl take into account indetermining whether to designate
acountry asabeneficiay. The President must notify the Congress of his intention to desgnate countries
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or hisintention to withdraw benefits, together with the consderations entering into the decison. Chapter
3 contains a discussion of each country's compliance with the criteria Since being designated.

It is important to note that unlike GSP, there is no requirement that a country “ graduate’ from CBERA
benefits after reaching a certain level of economic development.

Product Eligibility

Section 213 of the CBERA provides for the digihility of articles for preferentia trestment. Preferentiad
trestment gpplies only to an article which meets the rules of origin requirements specified in the law.

The CBERA exemptsthe following articlesfromduty-free trestment: textilesand appard subject totextile
agreements, footwear, handbags, luggage, flat goods (suchaswallets, change purses and key and eyeglass
cases), work gloves, and leather wearing apparel not digible for duty-free treetment under the GSP
program as of August 5, 1983; canned tuna; petroleum and petroleum products; and watches and watch
parts containing components from non-most-favored-nation country sources.

Safeguard Provisions

The President may suspend duty-free treatment under Section 213(€) of the CBERA if temporary import
relief is determined to be necessary due to serious injury to domestic producers pursuant to Section 203
of the Trade Act of 1974 or Section 232 of the Trade ExpansonAct of 1962. The CBERA providesfor
emergency rdief fromimports of perishable productsfrombeneficiary countriesand setsout the procedures
for using these safeguard provisions.

In January 1999, the U.S. sted industry submitted a petition seeking relief fromimports of steel wire rod,
a mgor export of Trinidad and Tobago, the first such petition affecting a CBERA bendficiary. In May
1999, the Internationa Trade Commission (ITC) announced that three of the Sx ITC Commissioners had
made an afirmative determination that steel wire rod is being imported into the United States in such
increased quantities asto be asubgtantia cause of seriousinjury or threat of injury to the domedtic steel
wirerod indugtry. USTR Barshefsky, under authority delegated by the President, requested that the ITC
provide additiona information from the Commission to assist the President in deciding (1) which
determinationto consider asthe determination of the Commission and (2) what action to take in the event
he chooses the determination of the Commissioners finding in the affirmative. The President will make a
determination on this case (TA-201-69) by September 27, 1999.

Rum

Anexcisetax of $13.50 aproof galonisimposed under section 5001(a)(1) of the Interna Revenue Code
(the Code) ondidtilled spirits, induding rum, produced in or imported into the United States. The CBERA
requires that excise taxes (lessthe estimated amount necessary for payment of refunds and drawbacks) on
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al rum imported into the United States, induding rum produced in Puerto Rico, the Virgin Idands and
CBERA countries be transferred to the Treasuries of Puerto Rico and the Virgin Idands (section 7652(€)
of the Code). During fiscal years 1996, 1997, and 1998, the rate at whichthe amount of the transferswas
cdculated was $11.30 per proof gallon (section 7652(f) of the Code).

The CBERA provides that if the amounts transferred to Puerto Rico or the Virgin Idands are reduced
bel ow the amount that would have beentransferred if the imported rum had been produced in Puerto Rico
or the VirginIdands, the President shal consider compensation measures and may withdraw the duty-free
treetment of rum produced in CBI countries. This provison, intended to provide a remedy should the
amounts covered over to Puerto Rico and the Virgin Idands fal below such amounts transferred under
prior law, has never been invoked.

The Bureau of Alcohol, Tobacco and Firearms reports that for FY 1998, the transfer of excise taxes on
rumto Puerto Rico was $218,287,417 and to the Virgin Idandswas $2,351,984. Theamount related to
rum imported from other areas, including Caribbean Basin countries, was $16,537,790.

Reports on the Impact of the CBERA

The CBERA mandates a series of reports to Congress and the President to be submitted by the U.S.
International Trade Commission. The first annua report covered 1984 to 1985 and was published in
September 1986. The current (fourteenth) annua report covering 1998 is scheduled for publication this
month. These reports chronicle the increase intrade between the United States and the Caribbean Basin
countries since the CBERA became effective, dthough imports under CBERA provisions continue to
account for asmal amount (about 1.9%) of total U.S. imports.

The CBERA dso dates that the Secretary of Labor, in consultation with other appropriate Federal
agencies, shdl undertake a continuing review and andysis of the impact which the implementation of the
provisions of the CBERA have with respect to U.S. labor. The Secretary of Labor is required to make
an annua written report to Congress on the results of such review and andysis.

Beginning in August 1985, the U.S. Department of Labor has transmitted an annua report to Congress
concerning the effects of the CBERA on U.S. employment. These reports discuss the benefits provided
by the CBERA and compare them to the benefits available to these nations under the GSP and Sections
9802.00.60 and 9802.00.80 of the Harmonized Tariff Schedules of the United States. These annua
reports also andyze U.S. merchandisetrade withthe CBERA beneficiaries, attempt toidentify import flows
that have benefitted from the trade provisons unique to the CBERA, and discuss trends in U.S.
employment in those sectors where import flows may have been simulated by trade provisons unique to
CBERA. Theconssent finding of the U.S. Department of Labor's el even annud reportsissued so far has
beenthat the preferentid tariff treetment provided to the products of the CBI beneficiaries does not appear
to have had an adverse impact on, or have condtituted a Sgnificant threat to, U.S. employment.
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Tax Provisions

U.S. taxpayerscandeduct legitimatebus nessexpensesincurred attending a business meeting or convention
inaquaifying CBERA country without regard to the more stringent requirements usudly applied to foreign
convention expenses. A qudifying CBERA country must have a tax information exchange agreement in
effect and may not discriminate againgt conventions held in the United States.

Asof July 1999, the following eleven countries have satisfied al CBERA legd requirements, which were
incorporated into the Internal Revenue Code under section 274(h):

Barbados

Bermuda
CogtaRica
Dominica
Dominican Republic
Grenada

Guyana

Honduras

Jamaica

Sant Luda
Trinidad and Tobago

Section 936

In 1990, CBERA 11 required the Government of Puerto Rico to "take such steps as may be necessary to
ensure that a least $100 million of qudified Caribbean Basin country investments are made" each year.
Until its reped in 1996, Section 936 of the Internd Revenue Code provided that certain corporate U.S.
taxpayers could daimanincome tax credit for a portion of the U.S. tax attributable to taxable income from
certain activities carried on within Puerto Rico or the Virgin Idands. The credit extended to "qudified
possession source investment income' (QPSII), which is income attributable to the investment in the
possession (or qudifying Caribbean Basin country) of funds derived froman active trade or businessinthe
possession. A CBI country could not qudify for theseinvestments unlessthe country had atax information
exchange agreement in effect with the United States.

Puerto Rico hasmet itsSCBERA lending commitment for each year for whichthe commitment wasin effect.
For example, for 1992, projects disbursed with Section 936 fundsamounted to atota of $183,013,000.
1N 1993, the Government of Puerto Rico announced that it would increase the minimum level of CBERA
lending from $100 million to $200 million per year. Based on September 30, 1994 data provided by
Puerto Rico' s Bureau of Caribbean Baan Affairs, loans of Section936 fundsfor projectsinsevenqudified
Caribbean Basin countriesin 1993 totalled $202,539,000. Section936 loans for Sx qudified Caribbean
Basin countriesin 1994 totaled $223,604,000. Up to December 31, 1995, atotal of $1,287,836,069
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in Section 936 loans had been made.

However, in 1996, Section 936 was repealed as part of the Small Business Job Protection Act and
athough companiesa ready quaifying for the business activity credit are permitted to continue to daimthat
credit until 2005, no such grandfather rule appliesto QPSII. Accordingly, thissource of investment income
for quaifying countries no longer is available.

United States Agency for International Development

While overdl assistanceto CBERA beneficiaries had been declining in recent years, the Situationchanged
in 1998, when devastating storms hit the region (Hurricane Georgesinthe Caribbean and Hurricane Mitch
in Central America). Theregion suffered an estimated $7-10 hillion inlosses. Supplementa funding by
Congress was provided to help the region recover, reconstruct and mitigate the effects of future storms.
USAID assstance programs to CBERA beneficiaries to hdp themrecover fromthe effectsof Hurricanes
Georges and Mitchtotaled morethan$471 millionin1999. A summary of tota USAID FY 1999 activity
in the region follows, including a country-by-country breakdown of hurricane-related relief.

USAID Programsin the Caribbean (FY 99 Estimate)

CARIBBEAN / DOMINICAN GUYANA HAITI JAMAICA
US AID PROGRAM REPUBLIC

PUBLIC HEALTH $ 7,500,000 0 $ 600,000 0
ECONOMIC RECONSTRUCTION 8,000,000 0 5,200,000 0
HOUSING AND SHELTER 8,500,000 0 0 0
SCHOOLS 5,000,000 0 0 0
DISASTER M ITIGATION 0 0 4,000,000 0
OTHER 0 0 0 0
HURRICANE RELATED (SUBTOTAL) 29,000,000 0 9,800,000 0
DEVELOPMENT A SSISTANCE 5,998,000 2,300,000 0 6,120,000
CHILD SURVIVAL & DISEASE FUND 9,085,000 0 0 3,926,000
ECONOMIC SUPPORT FUNDS 2,300,000 0 70,000,000 0
P.L.480 TITLEII 9,841,000* 0 25,579,000 0
P.L.480 TITLE I 0 0 10,000,000 0
ONGOING PROGRAMS (SUBTOTAL ) 27,224,000 2,300,000 105,579,000 10,046,000
COUNTRY TOTAL $ 56,224,000 $ 2,300,000 | $115,379,000 | $10,046,000
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Notes:
* includes emergency food aid in response to Hurricane Mitch.

Source: The U.S. Agency for International Development's (USAID) FY 1999 Appropriations Figures
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USAID Programsin Central America (FY 99 Egtimate)

CENTRAL AMERICA / EL GUATEMALA HONDURAS NICARAGUA PANAMA

US AID PROGRAM SALVADOR

PUBLIC HEALTH $ 2,200,000 0 $ 90,000,000 $ 25,108,000 0

ECONOMIC RECONSTRUCTION 10,910,000 24,000,000 121,000000 52,905,000 0

HOUSING AND SHELTER 2,000,000 0 20,000,000 0 0

SCHoOLS 3,000,000 0 20,000,000 4,500,000

DISASTER MITIGATION 4,000,000 1,000,000 32,000,000 6,595,000

OTHER 0 0 8,000,000 5,000,000 0

HURRICANE RELATED 22,100,000 25,000,000 291,000,000 94,108,000 0

(SUBTOTAL)

DEVELOPMENT A SSISTANCE 20,050,000 16,400,000 17,545,000 16,600,000 $ 4,598,000

CHILD SURVIVAL & DISEASE 11,378,000 11,135,000 22,840,000 11,940,000 0

FUND

ECONOMIC SUPPORT FUNDS 2,000,000 25,000,000 0 1,500,000 429,000

P.L.480 TITLE II 2,259,000* 28,428,000* 40,218,000* 13,069,000* 0

ONGOING PROGRAMS 35,687,000 80,963,000 80,603,000 43,109,000 5,027,000

(SUBTOTAL)

COUNTRY TOTAL $57,78,000 $ 105,963,000 | $371,603,000 $137,217,00 $5,027,000
0

Notes:

* includes emergency food aid in response to Hurricane Mitch.

Source: The U.S. Agency for International Development's (USAID) FY 2000 Congressiona Presentation,
http://www.info.usai d.gov/pubs/cp2000.

Andean Benefits

CBERA 1l cdled for the consideration of extending trade benefits to the Andean region. The Andean
Trade Preference Act (ATPA) enacted on December 4, 1991, authorized the President to designate
Bolivia, Colombia, Ecuador and Peru as recipients of preferentia trade benefits amilar to those benefits
granted to beneficiary countries under the Caribbean Basin Economic Recovery Act (CBERA) program.
All four countries have been so designated. The ATPA expires on December 4, 2001.
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Ethyl Alcohol--Section 423

Section 7 of the Sted Trade Liberdization Program Implementation Act of 1989 (Public Law 101-221),
asamended (19 U.S.C. 2703), setsforthrequirements for the duty-free entry of non-beverage grade ethyl
alcohol imported after 1989 fromU.S. insular possessions and designated beneficiary countries under the
CBERA. Under section 423, ethyl alcohol from an insular possession or abeneficiary country is entitled
to duty-free treatment if it is an "indigenous product” of the possession or beneficiary country. If ethyl
acohol is produced by a process of full fermentationinapossessionor beneficiary country, it isconsidered
to be an indigenous product (and thus enters duty free).

With respect to ethyl alcohol which is merely dehydrated in a possession or beneficiary country, the first
60 million galons (or an amount equa to 7% of the U.S. domestic market for ethyl acohol, whichever is
greater) imported during a calendar year is consdered "indigenous' and may enter duty free, even though
no local feedstock (hydrous ethyl acohol produced inthe possessionor beneficiary country) isused. After
the base quantity (the greater of 60 million galons or an amount equa to 7% of the domestic market) has
been imported during the calendar year, an additional 35 million galons may be entered duty free,
provided, at least 30 percent of the ethyl alcohol is derived from loca feedstock. After these additiona
35 million gallons have been imported, any additiona imports during the same caendar year will be duty
free only if 50% of the product is derived from local feedstock.

The USITC determines the number of galons equa to 7% of the U.S. domestic market for ethyl acohal
based on data provided by Department of Treasury on domestic acohol fuel producers. The 7% figure
is based on information on U.S. consumption during the 12-month period ending on the September 30
preceding the beginning of each caendar year. Once the greater of 60 million gallons or 7% of the
domestic market is determined for each calendar year, the U.S. Customs Service monitors imports of
dehydrated ethyl acohol from possessons and beneficiary countries to ensure that any ethyl acohol
imported over and above that base quantity meets the loca feedstock requirement.

For the twelve month period ending September 30, 1998, the USITC determined the leve of U.S.
consumption of fuel ethyl adcohoal to have been 1.3 billion gdlons, with the base quantity level set at 94.1
million gdlons. To date, the quantity of imports of dehydrated ethyl alcohol from possessions and
beneficiary countries during each calendar year after 1989 has not approached the base quantity for those
years. The Customs Service has experienced no difficulty in administering this statutory provison.
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Chapter 2
TRADE UNDER THE CBERA

U.S. Trade with CBERA Countries 1995-1998

Table2-1
USImports
US Exportsto from theWorld | USTrade
Year US Exports* theWorld USimports** Balance
Million $$$ Percent Million $$$ Percent Million $$$
1995 14,870.3 27 12,550.1 17 2,320.2
1996 15,374.7 2.6 14,544.8 18 829.9
1997 17,807.9 2.8 16,572.4 19 1,235.4
1998 19,200.1 3.0 17,124.3 19 2,075.8
1999(jan-june) | 10,009.1 2.9 9,182.9 1.9 830.0

*Domestic exports, f.a.s. basis
**imports for consumption, customs value
Source: Compiled from official statistics of the U.S. Department of Commerce

U.S. TRADE WITH THE CARIBBEAN BASIN: U.S. IMPORTS

U.S. imports from CBERA countries traditionadly conssted of agriculturd products, raw materias, and
their derivatives—namely, petroleum products, sugar cane, coffee, cocoa, bananas, and duminumoresand
concentrates. The deterioration in the terms of trade for these export items and a quest for economic
growth prompted CBERA countries to seek divergficaionintheir export profile. The encouragement of
such diverdificationof the Caribbean Basin economies was one of the intended goals of the United States
in implementing the CBERA program.

There hasbeenadgnificant shift in the composition of U.S. imports from CBERA beneficiaries. 1n 1984,
petroleum products were nearly hdlf of dl importsfromCBERA countries. By 1998, petroleum accounted
for only 5.8% of thetotd. Apparel and clothing accessories have become the largest U.S. import from
CBERA countries. U.S. importsof gpparel from CBERA countries, both knitted and non-knitted, totaled
$8.2 hillion in 1998, 48% of totad CBERA exports to the United States. Appard isnot generdly digible
for CBERA tariff preferences.

Other manufactured items, including ectrical and dectronic machinery and parts, optical, photographic
and surgicd ingrumentsand nuclear reactor components have aso emerged as significant CBERA exports
to the United States. Asagroup, these product categories accounted for 9% of total CBERA exportsto
the U.S. in 1998. Some of the more progressive CBERA countries have also begun to attract the interest
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of the high technology sector, with mgor investments made recently in high tech microprocessng and
custom filtration equipment plants.

Traditional Caribbean exportsremain animportant source of income and, especialy, employment for the
region. CBERA traditiona exports accounted for 18.8% of total U.S. imports from the region in 1998.
Major product categories included: edible fruits and nuts; coffee, tea and spices; fish and shelfish and;
tobacco. However, even in agricultura exports, there has been increasing diversfication and some shift
inthe composition, with non-traditiona products, such as strawberries and cut flowers, accounting for an
increasing share of the totdl.

Importsfromthe Caribbean Basn accounted for 1.9% of total U.S. importsin 1998, down from the 2.7%
registered in 1984 at the start of the program but up from the 1.8% level registered in 1996. While
Caribbean Basn country products represent only a fraction of U.S. imports, the United States is the
primary export market for many of these countries.

Appard Importsfrom CBERA Countries

While generdly not digible for CBERA taiff preferences, apparel conditutes the largest category of
imports from the CBERA countries -- growing fromjust 5.5 percent of total U.S. importsfrom the region
in 1984, to 48% in 1998. Appard imports from the region were vaued at $8.2 hillion in 1998 and has
ranked as the leading category of U.S. imports from the region since 1988.

Inthe four years before the North American Free Trade Agreement (NAFTA) became effective on January
1, 1994, U.S. appare importsfromCBERA countriesand Mexico rose at similar rates of 23 to 24 percent
ayear. However, NAFTA has resulted in ashift in favor of imports from Mexico. Mexico's share of the
U.S. apparel assembly market has increased amost 10 percentage points since NAFTA was phased in.
The CBI share of that market has dropped by about the same percentage. Mexico isnow the overdl
largest supplier to the U.S. market.

The dhift of apparel imports from CBERA countries to Mexico is generdly atributed to the preferentia
tariffs accorded under NAFTA to Mexican goods. U.S. imports of apparel from Mexico that are
assembled from U.S.-formed and cut fabric enter free of duty under NAFTA, but imports of such apparel
from CBERA countries are il dutigble on the vaue added offshore. At the urging of CBI countries and
their apparel manufacturing partnersinthe United States, legidationto enhance benefits on some categories
of gppard imports from CBI beneficiariesis currently under consideration by Congress.

CBERA I mports by Country

In 1998, the Dominican Republic continued to lead dl countries in taking advantage of CBERA, asit has
done virtudly each year snce the program became effective.  U.S. imports under CBERA from the
Dominican Republic congtituted 40% of dl imports which entered the U.S. under CBERA. Costa Rica
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remained in second place, accounting for 24% of al U.S. importsunder CBERA. Guatemda ranked asthe
third-leading CBERA beneficiaryin 1998, asit has each year ance 1989. Hondurasranked fourthin 1998,
asit has every year snce 1995, followed by Trinidad and Tobago. Import levels from Nicaragua and El
Salvador, whichhad registered hedthy increases in recent years, fell sharply fallowing Hurricane Mitchlast
fdl. Imports registered under the CBERA program from Nicaragua fell from$135 million in 1997 to $72
millionin 1998. El Salvador’ sexportsunder the CBERA program dropped from $81 millionin 1997 to $50
millionin 1998. Similarly, imports from Belize fdl from $35 million in 1997 to $20 million last year. In
contragt, tiny Grenada succeeded in more than doubling its CBERA exports to the United States between
1997 and 1998.

Table2-2
U.S. importsfor consumption under CBERA provisions, by countries, 1996-98
19984ae
Rank Country 1996 1997 1998 of totd
---------------- 1,000 dollars, customs value--------------
Percent
1 Dominican Republic . ........ $932,413 $1,136,523 $1,294,533 40.2
2 CosaRica ............... 657,127 746,354 756,579 235
3 Guaemda ................ 279,768 270,268 268,869 8.3
4 Honduras ................ 207,288 263,814 236,073 7.3
5 Trinidedand Tobago . ....... 184,895 226,244 186,219 5.8
6 Jamaca.................. 95,965 74,515 102,178 3.2
7 Panama.................. 51,352 81,064 77,453 23
8 Nicaagua ................ 116,007 135,340 72,694 23
9 Bl Savedor ............... 91,253 81,799 50,206 1.6
10 TheBahames.............. 20,765 25,132 34914 1.0
11 Hati .................... 30,223 31,194 28,167 9
12 S Kittsand Nevis ......... 19,241 24,636 25,428 8
13 Gwaa .................. 32,285 28,512 24617 (M
14 Babados ................ 23,089 24,983 20392 (&
15 Bdize ................... 24,760 34,710 19,706 ()
16 Grenada ................. 1,007 4,071 8242 (H
17 Sluda ................. 7,129 5,263 7802 (B
18 <. Vincent and the Grenadines 3,580 2,373 3532 (Y
19 NetherlandsAntilles. ... .. ... 4,357 3,862 2775 (O
20 Dominica................. 2,204 1,557 1,88 (b
21 Aruba................... 138 166 1,779 ()
22  BritishVirginidands ........ 631 262 33 O
23  AntiguaandBarbuda. . ...... 1,615 522 214
24  Montsarrat ... 3,962 4,679 -0
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Total ................. 2,791,054 3,207,842 3,224,564  100.0

! Lessthan 1.0 percent.
Note—Figures may not add to the totals given due to rounding.
Source: U.S. Internationa Trade Commission.

CBERA entriesfromthe DominicanRepublic continued to rise, totaing $1.2 billion in 1998. Higher priced
cigars were the leading CBERA export to the U.S,, with atotal of $216 million shipped lagt year, asmal
decrease fromthe $217 millionshipped in 1997. This drop was more than compensated for by anincrease
in CBERA entriesof medica goods, which rose from $83 million in 1997 to $214 millionin 1998. Other
leading CBERA goods were footwear uppers ($172 million), jewelry ($123 million), raw sugar ($113
million), automatic circuit breskers ($57 million) and eectrica goods ($35 million).

CBERA entries from Costa Rica grew to $757 million in 1998, up modestly from $746 millionin 1997.
Entriesof eectrica equipment, induding telephone switching and termind items incorporating printed circuit
assemblies more than doubled, from $48 millionin 1997 to $108 millionin 1998. Other mgjor CBERA
entries from Costa Rica included pinegpples ($61 million), jewelry ($42 million) and hair dryers ($39
million). Agriculturd products remain asgnificant component of Costa Rican CBI entries, including frozen
concentrated orange juice ($27 million) and fresh and chilled fish ($17 million).

CBERA entries from Guatemaa were $268 millionin 1998, a samdl decline from 1997 entries of $270
million. While chemicas remained the single largest entry ($26 million), agriculturd imports

comprised the bulk of CBERA entries from Guatemda, including vegetables ($21 million), tobacco ($20
million), raw sugar ($19 million) and cantaloupes ($15 million).

Honduran CBERA imports fell from $263 million in 1997 to $236 million in 1998, mainly due to the
devagtating impact of Hurricane Mitch. CBERA entries of high vaued cigars, Honduras' single largest
CBERA export, fdl from$69 million in 1997 to $45 million in 1998. Other mgjor CBERA product entries
from Honduras indude disposable apparel designed for use in hospitas ($23 million), cantaloupes ($19
million) and footwear uppers ($17 million).

CBERA entries from Trinided and Tobago fel from $226 million in 1997 to $186 million in 1998. Mogt
of the change was accounted for in the sharp drop of methanol entries, whichfdl from $90 million in 1997
to $57 millionin 1998. Trinidad's largest CBERA export to the U.S., iron and non-dloy stedl bars and
rods, aso fdl modestly, from $62 millionin 1997 to $59 million last year. Other CBERA entries from
Trinidad and Tobago include carbides ($12 million), tires ($7 million) and fish ($5 million).

There were dso shiftsin the composition of imports from smaler CBERA beneficiaries. CBERA entries
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from Jamaicarose from $74 million in 1997 to $102 million in 1998. Mot of the increase was accounted
for in anincrease in CBERA entries of higher vaued cigars, which rose from $11 millionin 1997 to over
$30 million in 1998. CBERA entries from the Bahamas jumped from $25 million in 1997 to $34 millionin
1998. Virtudly dl of this increase was due to CBERA entries of $15 million of polystyrene. CBERA
entriesfrom Grenadamore thandoubl ed, from$3 millionin 1997 to $7 millionin 1998, dueto risngimports
of eectrica switching circuitry.

Entries from Centrd American CBERA beneficiaries were negdively impacted by Hurricane Mitch, which
caused an estimated $7-10 billion in losses to the region, including widespread crop losses.  The scae of
thedestructionisreflectedinthe sharp dropsin CBERA entriesfromthe hardest-hit regions. CBERA entries
from Nicaragua fdl 47%, from $135 million in 1997 to $72 million in 1998. Most CBERA product
categories registered drops, induding cigars (60%), raw sugar (46%) and beef (44%). CBERA entries
from El Salvador fdl from$82 millionin 1997 to $50 millionin1998, adrop of 39%. Mot of the country’s
sugar crop was logt, with CBERA entries of raw sugar fdling 85%, from $22 million in 1997 to just $3
million in 1998. CBERA importsfrom Belize fdl 44% from $34 millionin 1997 to $19 millionin 1998, led
by falsin CBERA entries of raw sugar (24%) and frozen concentrated orange juice (55%).

SECTION 213(h): Section 213(h) of the CBERA, as added by section 212 of the Caribbean Basin
Economic Recovery ExpansonAct of 1990, wasimplemented onMay 1, 1992 (Presidentia Proclamation
6428).

Under the 1990 CBERA Expansion Act, a 20 percent tariff reduction was applied to certain leather
products (handbags, luggage, flat goods, work gloves, and leather wearing apparel), to be phased in over
five years beginning January 1, 1992. These products were excluded frombenefitsinthe origind CBERA
legidation. It was established that the duty reductions must not exceed 2.5 percent ad val orem, signifying
that the full 20 percent duty reduction would apply only to products with a tariff rate of 12.5 percent or
lower. These products must be the product of a CBI beneficiary country and must not have been digible
for duty-free entry under the GSP as of August 5, 1983. This gpplies to goods entering the United States
or withdrawn from warehouse for consumption on or after January 1, 1992. Thevdue of importsdigible
for this duty reduction in 1998 was not satisticdly sgnificant.

SECTION 222: CBI Il provided some reduction of duties on leather flat goods and diminated duties on
certain footwear and leather goods assembled entirely from U.S. components. Most articles of footwear
arenot digiblefor duty-free treetment under the CBERA. Exceptionsto thisexclusion arethonged footwear
(zoris), disposable footwear, and most parts of footwear suchas unformed leather uppers. Section 222 of
the 1990 CBERA Expanson Act permitted, for the firg time under the CBERA, duty-free entry of
completedfootwear assembledinCBERA countriesentirdly fromU.S. components. The vaue of compl eted
footwear imports under section 222 ill is Sgnificantly smdler than the $196 million of unformed lesther
uppers entered duty-freein 1995 under regular CBERA provisions. Almost dl of the Section 222 footwear
imports entered from the Dominican Republic, where a number of U.S. manufacturers produce unformed
leather uppers from U.S. components for re-export to the United States for final processing into finished
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dress and casua shoes.
U.S. TRADE WITH THE CARIBBEAN BASIN: U.S. EXPORTS

Although the CBI wasinitidly envisoned as a program to facilitate the economic development and export
divergfication of the Caribbean Basin economies, U.S. export growth to the region has been awelcome
development.  1n 1998, U.S. exports to CBERA countries totaled $19.2 billion, up 12.2% over 1997
levels. The United States has run a trade surplus with CBERA beneficiaries every year snce 1985. In
1998, the U.S. tradesurpluswithCBERA beneficiarieswas $2 hillion, a68% increase over 1997. 1n 1998,
the U.S. trade surplus with CBERA beneficiaries was $2 hillion, a 68% increase over 1997. For thefirst
sx months of 1999, the U.S. trade surplus withthe regionwas $830 million. Taken together, the countries
of the region absorbed 3% of total U.S. exportsin 1998, up from 2.7% in 1995.

Chapter 3
ELIGIBILITY CRITERIA AND ADVANCEMENT OF TRADE POLICY GOALS

This chepter will look a how individud countries have met the digibility criteria and advancement of trade
policy gods st forth in the legidation. It is an update of the 1996 report and covers the period from mid-
1996 to mid-1999.

INTRODUCTION

The Law: Section 212(b) and (c) sets out the criteriafor designating a country as a beneficiary under the
CBERA. This chapter discusses CBERA beneficiaries adherence to the criteria. The first section of
Chapter 3 describesthe provisonsof the CBERA and providesagenerd look at how the regionismeeting
the criteria. Section two, country reports, is based on information provided by U.S. Embassies.

I. Criteriaand Regional Adherence

Communist Country: This section stipulates that the Presdent shal not designate any country aCBERA
beneficiary country "if suchcountryisa Communist Country.” No communist country requested designation
or was designated a beneficiary country.

Nationalization/Expropriation: This section addresses expropriation or nationdization by a CBI
beneficiary country of the property of aU.S. dtizen. If such an expropriation or nationdization occurs, the
CBI country must be "taking steps' toward resolving the issue.

Arbitral Awards. This section stipulates that the Presdent shal not designate any country a beneficiary
country if such country falsto act ingood faithin recognizing as binding or enforcing arbitral awardsinfavor
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of U.S. citizens or a corporation, partnership or association that is 50 percent or more beneficidly owned
by U.S. ditizens, which have been made by arbitrators appointed for each case or by permanent arbitral
bodies to which the parties involved have submitted their dispute.

Rever se Preferences. The law stipulatesthat if a country affords preferentid trestment to the products of
adevel oped country, other thanthe United States, which has or is likely to have asgnificant adverse effect
onU.S. commerce, it will not be designated as a beneficiary country. We have had no indication that any
country currently benfitting from the CBERA, has granted reverse preferences to a developed nation.
Furthermore, with few minor exceptions, dl CBERA beneficiary countries are current WTO members or
arein the process of acceding to the WTO and have, by entering such a commitment, agreed to the most-
favored-nation principle.

The Protection of Intellectual Property Rightsand Government broadcast of copyrighted material.
These criteria require an assessment of "the extent to which” CBERA countries protect intellectual property
rights (IPR) and prohibit the government broadcast of copyrighted materid without express consent of the
copyright holders. When the CBERA was enacted in 1984, private sector complantsagaing the potentia
beneficiary countries were principaly directed to the unauthorized interception and retransmisson of U.S.
orginsadlitesgnds. U.S. exportsof copyrighted worksareimportant to our balance of paymentsand are
dependent on effective | PR protection. The CBERA beneficiaries offer agrowing market for suchexports,
aswdl as U.S. high technology.

The United States is placing increasing importance on the availability of adequate and effective leves of
protectionfor IPRinitsreaionshipswith its trading partners. The negotiation of the Agreement on Trade-
Related Aspects of Intdlectud Property Rights (TRIPS) in the Uruguay round, the passage of Mexico's
1991 Industrid Property Law, and the IPR provisons within the NAFTA aredl products of thisincreased
leve of attentionto the problems of inadequate protectionof IPR. Inaddition, USTR isconducting aspecid
review to assessthe progress made by devel oping countriesinmesting their TRIPS obligations whichcome
into force January 1, 2000. USTR will announceat the conclusion of thisreview in early January the actions
it will take to address stuations inwhichWTO membershave faled to implement ther obligations, induding
the possible initiation of additiona dispute settlement cases.

As areault, much more attention is now being devoted to raisng dl PR standardsin CBERA countries.
While none of the CBERA countriesyet meetsthe NAFTA standards, improvements have occurred in the
region. We expect that al WTO members who are CBERA beneficiaries will adopt the protections
required inthe TRIPS agreement. Toward this am, the U.S. continues to provide technica assstance
bilateraly and in conjunction with multilatera organizations to assst CBERA countries in meeting thelr
obligations.

Extradition: The legidationtipulatesthat unlesssuch country issignatory toatreaty, convention, protocol,
or other agreement regarding the extradition of U.S. citizens, it will not be designated as a beneficiary
country.
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Worker Rights: The CBERA specifies that the Presdent may not designate a country as a beneficiary if
such country has not or is not taking steps to afford internationaly recognized worker rights (as defined in
the Generdized System of Preference statutes) to workers in that country (including any designated zone
inthat country). The GSP statutesdefineinternationaly recognized worker rightsas. freedom of association;
the right to organize and bargain collectively; a prohibition on forced or compulsory labor; a minimum age
for the employment of children; and acceptable conditions of work.

Information on worker rightslawsand practicesfor each of the five standards above are described in detail
in the State Department’ sannua Country Reports on Human Rights Practices.  For more informeation,
the Country Reportsand documents of the International Labor Organization (ILO) should be consulted.

Countries of the Caribbean Basin, for the mogst part, are taking steps to meet the requirements of
internationally recognized worker rights. Concerns regarding worker rights practices, however, remanin
some countriesin terms of 1L O findings and worker rights investigations under the GSP.

Desire to be designated: Presently, twenty-four countries have been designated digible to receive the
benefits of the preferentia provisons of the CBERA. Aspart of the designation process, every country
formally requested to be designated. The most recent designation, for Nicaragua, was effective November
13, 1990. The following 20 countries were designated on January 1, 1984. Antigua and Barbuda,
Barbados, Bdlize, BritishVirgin Idands, Costa Rica, Dominica, DominicanRepublic, El Salvador, Grenada,
Guatemala, Haiti, Honduras, Jamaica, Montserrat, Netherlands Antilles, Panama, St. Kitts-Nevis, Sant
Lucia, St. Vincent and the Grenadines, and Trinidad and Tobago. The Bahamaswas designated aCBERA
beneficiary country onMarch14, 1985. On April 11, 1986, Arubawas designated a CBERA beneficiary
retroactive to January 1, 1986, upon becoming independent of the Netherlands Antilles. Guyana was
designated aCBERA beneficiary effective on November 24, 1988. Panamal's beneficiary status under the
CBERA was suspended on April 9, 1988, making it the first country to loseitsdesignated status. Panama's
benefitswererestored effective March 17, 1990. Non-designated countriesand territoriesinclude: Anguillg;
Cayman Idands, Suriname; and Turks and Caicos Idands.

Economic conditions: The economies of most countriesinthe CBERA regionbeganto revive by the early
1990s and growthresumed as economic adjustment programs took hold. Onekey to thiseconomicreviva
is the regiond dhift away from redrictive and protectionist economic policies that had tifled growth and
economic competitiveness, and the initiation of ambitious economic reforms. Another factor in promoting
growth has been increasing regiond integration.  However, many of the CBERA countries ill face the
chdlenges of serious income disparities which result in widespread poverty, deteriorating economic
infrastructure, contraband trafficking, and some insurgent violence.

The falowing country reports will give a brief description of current economic conditions in beneficiary
countries. Additiona informetion is avalable on each country in the annua "Economic Trends' and
“Investment Climate’ reports submitted by U.S. Embassi es. Information regarding economic devel opments
in the CBERA countries is dso included in the annual Economic Trends reports avalable through the
Nationa Trade Data Bank at the Department of Commerce s didtrict offices.
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WTO rules. The following countries are members of the World Trade Organization (WTO) and are
assumed to be following the established rulesand criteria for membership: Antiguaand Barbuda, Barbados,
Bdize, Costa Rica, Dominica, Dominican Republic, El Salvador, Grenada, Guatemala, Guyana, Haiti,
Honduras, Jamaica, Netherlands Antilles, Nicaragua, Panama, St. Kitts and Nevis, Sant Lucia, Sant
Vincent and the Grenadines, Trinidad and Tobago. The Bahamas has not gpplied for full accessionto the
WTO. Sufficient information does not exist to detect the extent to which the smaller countries are in
compliance with the WTO. The WTO Trade Policy Review Mechanism will monitor compliance.

Use of Export Subsidies or Imposes Export Performance Requirements or Local Content
Requirements Which Distort International Trade: The country reports address this issue where

appropriate

Trade Policies Revitalize Region: Since the last report, countries in the CBERA region have continued,
for the mogt part, to implement policiesthat have revitaized the region. With few exceptions, countries have
substantidly reformed economiesand liberaized their tradeand investment regimes. The importance of trade
benefits has been determined in large measure by the degree to which countries have diversfied and
expanded their exports as aresult of their trade liberaization policies in the context of the Uruguay Round
of the GATT and the Centra American Common Market. In this context, trade policies have facilitated
regiond integration of Centra American countries.

SHf-Help Measures: Thesecriteriaseek assurancesthat countriesin theregion aretaking sepsto help their
own economic development. The country reports below detailing trade and investment liberdization and
recent macroeconomic performance and privatization are intended to cover this section.

Cooperation in Administration of CBERA: The CBERA beneficiaries have cooperated in the
adminigration of the program when requested by the U.S. Government.

I1- Country Reports. Compliance with Eligibility Criteria

This section updates information on individua countries regarding digibility criteria

NOTE: This report uses National Product Per Capita amounts found in the 1998 Worldfact Book
published by the Central Intelligence Agency. Thesefiguresaredifferent than figures for GDP per
capita. National product reflects purchasing power parity (PPP). PPP takesinto account exchange
rate fluctuation. On average, one thousand dollars -- converted into the local currency at the PPP
conversion rate -- will buy the samemarket basket of goodsinthe U.S,, asonethousand dollars will
buy in the other country. Using this method -- purchasing power parity-- in reporting national
income per capita allows for a more meaningful comparison of the relative strengths of different
economies because it eliminates the effect of exchange rate fluctuation.
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Antigua and Barbuda

Population: 64,006

Nationa Product Per capita: $7,400*

*National product: GDP -- purchasing power parity
Source: 1998 Worldfact Book - CIA

Department of Commerce 1998 Trade Statistics:
Imports from the United States: $97,000,000
Exports to the United States; $2,000,000

U.S. Trade Balance: + $95,000,000

Economy: The economy is primarily service-oriented, with tourism the most important sector.

Following economic contraction of 5% in 1995, primarily caused by hurricane damage, the economy
rebounded strongly from 1996-1998, but began to show signs of dowdown in early 1999. Red
economic growth was estimated at 5.3% in 1997, marginaly below the 5.4% rate of increasein 1996,
according to the Eastern Caribbean Centrd Bank. This expansion was spurred largely by developments
in the congtruction sector and the tourism industry, which continued to recover from the effects of the
1995 hurricane. Nonethdless, Antigua and Barbuda' s competitiveness as a tourist destination needs to
be improved asit is rapidly becoming one of the most expensive tourist destinationsin the region. Trade
liberdization would be advanced by reducing import tariffs to the 5-20% range mandated by
CARICOM and by diminating quantitative restrictions.

The Protection of Intellectual Property Rights and Government Broadcast of Copyrighted
Material: With the exception of video piracy in the rental market and reports of the use of broadcast
materia without payment, there have been no complaints regarding the use of intellectua property.

Worker Rights Workers have the right to associate freely and to form labor unions, and the authorities
generdly respect theserightsin practice. There have been no specific reports of problems regarding
inadequate protection of workersrights.

Use of Export Subsidies or Imposes Performance Requirement or Local Content Requirements

Which Distort International Trade: Antigua and Barbuda does not have export subsidies, nor does it
impose export performance or loca content requirements.
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The Bahamas

Population: 279,833
Nationa Product Per capita:
$19,400* The Bahamas-U.S. Trade Figures
* Nat| ona] product GDP _ Imports, Exports, Balance of Trade
purchasing power parity.
Source: 1998 Worldfact Book -
CIA

655 674

Department of Commerce
1998 Trade Satistics

Imports from the United States: 0
$816,000,000 1995 1996 y 1997 1998
Exports to the United States: =
$142,000,000

U.S. Trade Baance:

+ $674,000,000

561

Trade in $U.S. Millions

165 155 142

Economy. The Bahamas has a predominately import-based economy and is not actively exporting under
the CBERA withthe exception of amdl amountsof chemicas and plastics. Itseconomy isbased ontourism
and offshore banking. The country wantsto continue to benefit from the Act, and usesit as an incentive to
attract foreign investment. The Bahamas has one of the highest per capita incomes in the region. Its
economic growth is dominated by tourismthat is now experiencing new development after severa years of
decline. This economic growth is likely to increase if the tourism sector continues the current trend.
Although the Bahamian government frequently indicates awillingnessto make movesthat would encourage
diversfication of the economy, progress has been dow.

The overdl growth of the Bahamian economly is attributed to new tourism developments. However the
Bahamian government has aso adopted a proactive approach to courting foreign investors. It has
undertakeninvesment missonsto the Far East, Europe, Latin America, and the United States. The primary
purpose of these trips was to restore the reputation of The Bahamas in these markets.

There is no bilatera invesment treaty between the United States and The Bahamas at this time, but The
Bahamas actively encourages foreign investment in certain sectors of the economy, particularly in tourism,
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banking, agriculture and manufacturing.

The Bahamas followsinternationa trade rulesunder the WTO and other agreements (see the 1993 report).
It does not employ export subsidies.

Extradition: The Bahamas signed an extradition treaty with the United States on September 22, 1994.

The Protection of Intellectual Property Rights and Government broadcast of copyrighted
material: The Bahamasisamember of the World Intellectua Property Organization (WIPO).
Although the Parliament passed a new copyright protection law in 1998, the Government has delayed
enacting the legidation. Generdly, copyright lawsto contral piracy in the satdlite and video industries
have not been enforced.

Worker Rights The Bahamian Condtitution specificaly grants labor unions the rights of free assembly
and association. Theserights are exercised extengvely, particularly in the hotel industry where 80
percent of the employees are unionized. Unions operate without restrictions or government controls.
The 1996 amendment to the Industrid Relations Act of 1970 establishes an indudtrid tribund to
determine trade disputes in nonessential areas and for related matters.

Barbados

Population: 259,025

Nationa Product Per capita: $10,900*

*National product: GDP -- purchasing power parity
Source: 1998 Worldfact Book - CIA

Department of Commerce 1998 Trade Satistics
Imports from the United States: $281,000,000
Exports to the United States; $34,000,000

U.S. Trade Balance: + $247,000,000

Economy. The Barbadian economy has performed well snce coming out of recessionin 1993. Growth
rates have averaged about 3% each year. Economic activity rose by 4.4% during 1998, but cooled to a
rate of 2.5% in the first quarter of 1999. Growth has been accompanied by low inflation and faling
unemployment. It islikely, however, that the economy will not grow as robustly in the year ahead. A
combination of flat to faling tourism receipts and an under-performing agricultural sector will likely lead
to a pronounced dowing of economic activity and flat foreign exchange earnings. Barbados has not yet
sgned a bilaterd investment treaty with the United States, though the Government has indicated an
interest in concluding such atreaty with the am of encouraging more direct invesment by U.S. naionds.
Other than reductions on income tax rates for exporting manufacturers, there are no performance
requirements or incentives in Barbados.
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Arbitral Awards: A dispute between an American contractor and the Government of Barbados was
successfully resolved through arbitration under the Multilaterd Investment Guarantee Association.
Currently, there are no known disputes pending.

The Protection of Intellectual Property Rights and Gover nment Broadcast of Copyrighted
Material: The Government of Barbados has stated its commitment to bringing its IPR protection into line
with world standards by January 1, 2000. A new copyright act was adopted in August 1998.
Legidation was gpproved in September 1998 to protect integrated circuits, topography, protection
againg unfair competition and geographicd indications. The Patent, Trademark and Industrid Designs
Acts are currently being revised to comply with world standards.

Bdize

Population: 230,160

Nationa Product Per capita: $3,000*

*National product: GDP -- purchasing power parity
Source: 1998 Worldfact Book - CIA

Department of Commerce 1998 Trade Satistics
Imports from the United States: $120,000,000
Exports to the United States; $66,000,000

U.S. Trade Balance: + $54,000,000

Economy. Economic and socid conditions in Belize generdly surpass those of its neighbors in Centra
America and consequently serve as a magnet for impoverished, unskilled laborers who often toil as
undocumented fruit pickers and sugar cane cutters. Belize's smal essentidly private enterprise economy
Is based on agriculture, commodity exports (sugar, bananas, citrus, timber and fish), agro-based
industries such as concentrated juice production, aquaculture (i.e. shrimp farming) and merchandising.
Agriculture is the leading foreign exchange earner with tourism aclose second. Eco-tourismis
consdered avery promising enterprise. With very little manufacturing (there are hopes to spawn a
furniture industry), Belize relies heavily on foreign trade and fixed quotas for its sugar and bananas. In
1998, the United States purchased 37.3% of Belizean exports and supplied 49% of itsimports. The
Government of Belize has subgtituted an 8% sdes tax (12% on acohol, cigarettes and petroleum) for a
15% vaue-added tax. It hasinitiated phased reductions in import duties and plans to remove all
quantitative import regtrictions. There are till moratoria on the importation of certain agricultura
products.

Bdizeis an active member of CARICOM and has been reluctant to sign a bilateral open skies
agreement with the United States for fear of dienating its CARICOM partners. Many import duties
have been lowered to bring them into line with CARICOM’s common externd tariff. Belize supports
CARICOM’s proposds for asingle market and economy.
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In the meantime, Belize continues to seek markets for its agriculturd productsin Mexico and Centrd
America. Bdizeis neverthdesswary of Sgning aforma trade agreement with Mexico, which it fears
would swamp its economy with less expensve agricultura produce and NAFTA finished goods.
Contraband from Mexico abounds; and Belizean consumers often travel across the border to Chetuma,
Mexico to do their shopping. The Government estimates that in 1998 consumers spent as much as $150
million in Chetumd.

Nationalization/Expropriation: Belize has never nationdized or expropriated any foreign company.
However, there have been severa contentious cases where the previous government, under its right of
eminent domain, appropriated land which belonged to private property owners, including many foreign
investors. These gppropriations were ostensibly made for public purposes, but severa were uncovered
as palitica payoffs. The current Government has strengthened the Ministry of Natural Resources and
Environment to prevent abuses and made a good faith effort to settle dlams. Neverthdess, dthough
Belizean law requires that the Government assess and pay appropriate compensation based on fair
market vaue, such compensation can often take years to settle.

The Protection of Intellectual Property Rights and Government Broadcast of Copyrighted
Material: The Government ceased operation of its radio station in November 1990. It aso closed the
Bdize Information Service, apartiadly Government-owned production company. To comply with its
WTO obligation to ratify the WTO Agreement on Trade-Related Aspects of Intellectual Property Rights
(TRIPS), Belize must pass intellectud property rights legidation before year' send. Parliament is
scheduled to begin drafting IPR legidation in September 1999.

Extradition: The 1972 U.S.-United Kingdom Tregty of Extradition was acceded to by Belize at
independence in 1981 and remainsin effect. However, the U.S. Embassy, in cooperation with the
Department of Judtice, continues to lobby Belize to Sgn a Bilateral Extradition Treety.

Use of Export Subsidies or Imposes Export Performance Requirements or Local Content
Requirements which Distort International Trade: Belize has no direct export subsidies. However,
after years of neglect, the banana industry continues to receive significant assstance, primarily from the
United Kingdom and European Union. There are no export performance or local content rules. The
Government of Belize has published an investment guide, which encourages foreign investors to consider
joint ventures and locd partnerships. The Government has established a specid agency, Trade
Investment Promotion Services (TIPS) to fogter investment that is export-oriented, employs or trains
loca nationals and increases local technologicad capabilities,
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Costa Rica

Population: 3,604,642 U.S.-Costa Rica Trade
Nationa Product Per Cap|ta $5,500* U.S.Imports, Exports, Balance of Trade
3000 7775

*National product: GDP -- purchasing power 2500 2323 2
parity. § 2000 | 1378; 2R
Source: 1998 Worldfact Book - CIA S 1500 |

ﬁ 1000 |
Department of Commerce S ol
1998 Trade Statistics § ol
Imports from the United States: $2,296,000,000 107 158 Ll .
Exports to the United States: $2,745,000,000 S0 0 1006 1997 1999
U.S. Trade Balance: Year
- $449,000,000

Economy: Long dependent uponthe export of bananas, coffeeand other agriculturd products, CostaRica's
economy is increasingly driven by tourism and exports of manufactured goods. In 1998, manufacturing
contributed 21.7 percent of GDP compared to 17.9 percent for agriculture. The government has
aggressively and successfully courted foreign investment by high technology indudtries. The mogt vishle
result isa mgor microprocessor assembly and testing plant opened by Intd in 1998. Approximately half
of dl trade iswiththe United States, whichhas a so supplied the mgority of foreign investment. The country
enjoyed robust growth in 1998, but prospects for the future are condrained by a mushrooming, internaly
financed public sector debt. Growth isaso congtrained by inadequate investment in the trangportation and
communications infrastructure, which is mogtly in the hands of public sector monopolies. Efforts to open
these sectors to private investment are proceeding hatingly as the government attempts to build a political
consensus for public sector reform.

Cogta Rica emerged from recession during 1997. GDP growth for 1998, at 6.2 percent, was among the
strongest in the hemisphere. Merchandise trade registered surpluses in each of the firg three months of
1999, thefirgt timein decades. Inflationwas up dightly in 1998, to 12.4 percent compared to 11.2 percent
the year before. Officia unemployment declined to 5.6 percent from 5.7 percent ayear earlier. Projections
for 1999 suggest somewhat weaker growth, in the neighborhood of 5 percent, due largely to lower prices
for bananas and coffee and to expected dower growth among Costa Ricas trading partners. Inflation for
the first four months of 1999 was running a a 9.4 percent annua rate.

Nationalization/Expropriation: Over the past 30 years, the government expropriated largetractsof rural
land for nationa parks, biological reserves and indigenous reservations. Although article 45 of the Costa
Rican Condtitution tipulatesthat no land can be expropriated froma property owner without prior payment
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and demongtrable proof of public interest, disputesfrequently arose over titletothe property and the amount
of compensation.

On June 8, 1995, Law 7495 was enacted to ensure that expropriations would occur only after full and
advance payment was made. The current and past governments have made consderable effortsto resolve
severad pending expropriation cases, but the process has been very dow. One high profile case was sent
to the International Center for the Settlement of Disputes(ICSID) in1995, fallowing Costa Rica saccession
to the Washington Convention.  This process is nearing completion. Another case involving dleged
expropriation was heard by aU.S. court, which dismissed it on jurisdictiona grounds.

Extradition: The United States and Costa Rica are signatories to a bilateral extradition treaty dated
December 4, 1982, which did not enter into force until October 11, 1991. On January 12, 1993, thetreaty
was declared "ingpplicable’ by the Congtitutiona Chamber of the Costa Rican Supreme Court, but this
decision was subsequently reversed. Extraditions are currently proceeding under the tregaty.

Worker Rights Severd worker rights issues have been explored in Costa Rica, but none has resulted in
suspension of CBERA benefits.

In response to a1993 AFL-CIO petition asking that Costa Rica lose benefits under the U.S. Generdized
System of Preferences (GSP), the Costa Rican Government enacted legidation to prohibit Solidarity
Asociations from engaging in collective bargaining and to remove punishments for labor leadersinvolved
in public sector strikes. (Solidarity Associations provide access to credit unions and savings plans with
employer contributions in return for agreements by employees to avoid strikes and other types of
confrontation.) The AFL-CIO withdrew itspetition on conditionthat the Government enact other reforms,
induding approval of various Internationa L abor Organization(IL O) conventions. WhileCogtaRicaratified
eght ILO conventions (87, 98, 102, 122, 135, 138, 147, and 148), the Executive Branchwithdrew another
eght conventions (110, 140, 149, 151, 153, 154, and 155) from consderationby the Legidaive Assembly.
The ILO continues to receive complaints regarding unfair labor practices from Costa Rican unions. Such
complaints generdly center on insufficient protection of trade union activists and preferentid treatment
accorded Solidarity Associations. 1n June 1998, the Rerum Novarum Workers Confederation complained
to the AFL-CIO about dleged Costa Rican Governmert non-compliance with commitments to protect
worker rights. The organization, however, withdrew itscomplaint after the Rodriguez administration asked
for areasonable period to demondtrate its commitment to protecting worker rights.

Use of Export Subsidies or Imposes Export Performance Requirements or Local Content
Requirements Which Distort International Trade: There are no performance or local content
requirements on exports.

Most Costa Rican export incentives will be phased out by the end of September 1999. New applications

for export incentives are no longer being accepted. Certificates of Increased Exports (CIEXEX) and Tax
Credit Cetificates (CATS), two incentives established under the 1972 Export PromotionLaw, were found
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to be countervailable by the U.S. Department of Commerce. The government subsequently decided to
eliminate them. "Export contracts,” which provide substantia tax advantages, are dso being phased out.

The Protection of Intellectual Property Rights and Government broadcast of copyrighted material:
The Internationd Intellectud Property Alliance and the Pharmaceutical Research and Manufacturers of
America have filed petitions with USTR concerning lax copyright enforcement and inadequate patent
protection, respectively. CostaRicaamendeditscopyright lawin 1994 to strengthen sanctions againgt piracy
(including the introduction of crimina pendties) and provide explicit protection of computer programs. In
1998, anew Code of Crimind Procedure was supposed to Smplify the processof pursuing crimina charges
againg intellectua property violators, but it has not proveneffective inpractice due to alack of resources.
Video, audio, and business software piracy remains widespread.

Costa Rica has ratified the WTO Agreement on Trade-Related Aspects of Intellectua Property Rights
(TRIPS), gving it the force of law within Costa Rica, but it has yet to enact detailed implementing legidation.
A committee has been established inthe Legidaive Assembly to produce this legidationby the end of 1999.
(Asaless developed nation, Cogta Rica hasfive years, until January 1, 2000, to implement TRIPS).

The current Costa Rican patent system only provides protection for one year for pharmaceuticals,
agriculturd chemicds, and food products considered to be in the public interest. Excluded from patent
protection are plant and animd varieties, biologica and microbiologicad products and processes. The
compulsory patent licensng regime may be modified by new legidation, whichisin the drafting dage. The
principa deficiencies in the patent law will be corrected when Costa Rica complies with its TRIPS
obligations. Some Costa Rican and foreign biotechnology specidists are seeking changesto biodiversity
and patent legidation to permit coverage of new products and processes in their field.

Trademarks are protected under the Central American Convention on Industrial Property. However, in
practice counterfeiting is aproblem, asis third-party registration of well-know marks not yet registered by
the ownersinCostaRica. The absence of auserequirement makesit difficult for thetrue owner of themark
to cancel the unauthorized mark at any time.

The Costa Rican1994 copyright law strongly prohibitsthe unauthorized broadcast of copyrighted materids
and providestough pendtiesfor violations. However, initiation of action againg violators generdly requires
the injured party to take legd action in Costa Rican courts.

Limited progress has been made in recent years in reducing video piracy. Although locd cabletdevision
operators have been completely legdized, some hotels continue to pirate U.S. satdlitetransmissonsgnas.
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Dominican Republic

Population: 7,998,766 (1998)
Nationa Product Per capita: $4,700*
*National product: GDP -- purchasing power

parity U.S.-Dominican Republic Trade Figures
Source: 1998 Worldfact Book - CIA Imports, Exports, Balance of Trade
5000
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Economy: The Dominican economy continued its £ 1000 H
strong performance, growing 7.3% in 1998 despite 3 T
the severe economic impact of Hurricane Georges. ,c:U 07 ] L] ]
Telecommunications, construction, tourism and free -1000 o i i 97
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Activity in the mining and agricultural sectors
declined. Domegtic indudtry is based largely on the
processing of agricultural and minerd products, ail refining and chemicas.

Trade Palicies: Tariffs on most products fell within arange of 5 - 35%, however, a5 -80% sdective
consumption tax isimpaosed on “non-essentid” imports. Consumption tax rates are based on anon-
trangparent “adjustment factor”, which has generated complaints from foreign importers. Virtudly al
Dominican tariffs are bound in the WTO at 40%. Seven agriculturd commodities are exceptions with
consderably higher tariffs. In 1998, the adminigtration proposed an extensive tariff reduction to the
Congress in connection with its plans to submit for retification a free trade agreement negotiated with
Centra America, but Congress has not yet acted on the proposal. Free trade zones are exempt from
most restrictions applied to other internationa trade.

Under President Leond Fernandez, the Dominican Republic has become aleader in regiond trade
negotiation. He envisonsa“ Strategic Alliance” of the Caribbean and Central America, amed at
increasing the region’s leverage in trade talks, with the Dominican Republic as the bridge between the
two aress.

Nationalization/Expropriation: Severd citizens have land dispute with the Government involving
expropriation without compensation of land by public enterprises or the Government itself, some of
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which have existed for many years. The dioutes typicdly are with private citizens, who have few
resources a their digposal to influence the Government, rather than large companies. Even when
compensation has been ordered by a Dominican court or when the Government has recognized the
clam, actud payment has been extremdy difficult to obtain. Recognizing the attention this Stuation has
attracted in Washington, the Government recently formed a commission headed by three senior officids
to evaduate and settle the list of outstanding expropriation and trade disputes. Asaresult of the
Commission’s efforts, payments have been made on one of the most high-profile cases.

Arbitral Awards: The Government does not recognize the right of private firms to arbitration with the
Government.

Rever se Preferences. The Government does not, in generd, provide preferentid treatment for products
from countries other than the U.S. Dominican customs vauation procedures do not yet conform to
WTO slandards, dthough they are committed to bringing them into compliance in early 2000.

Worker Rights The Dominican Labor Code grants workers the rights of association and of organizing
and bargaining collectively, prohibits forced or compulsory labor, provides a minimum age for
employment of children, provides the Government with the authority to set the minimum wage and
overtime rates, and establishes a standard work period of 44 hours per week. The Labor Code applies
in dl free trade zones, where working conditions have improved sgnificantly in the last few years. There
have been no recent reports of anti-union abuses by free trade zone employers.

Working conditionsin the agricultura sector, especidly the sugar indudtry, are difficult, dthough the
Government has diminated some of the most egregious abuses of migrant Haitian workers. The
Government has implemented a program to eliminate child labor in the agriculturd sector.

Use of Export Subsidies or Imposes Performance Requirements or Local Content Requirements
which Distort International Trade: The Dominican Republic has few export subsidies. Traditiona
products do not benefit from any fisca exemptions or privileges and are taxed when destined for export.

However, the Dominican Dealers Act set out specia provisions governing the relationship between
foreign importers and loca deders, prohibiting foreign companies from terminating relationships with
loca dedlerswithout “just cause.” Foreign importers argue that the law is discriminatory, alows
excessve mark-ups by local digtributors and in practice makes it extremely difficult for foreign importers
to terminate relationships with local digtributors. The provisons of the Dedler’s Act do not gpply to the
relationship between local manufacturers and their distributors. Thus many foreign firms argue that the
act isdiscriminatory to importers of foreign goods.

The Protection of Intellectual Property Rights and Government Broadcast of Copyrighted
Material: Protection of intellectud property rights hasimproved but remainsinconsstent. Of specid
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concern isthe widespread piracy of video cassettes, audiotapes and software and patent violations by
local pharmaceutica manufacturers. The Government has taken severa stepsto improve IPR protection
in the last year, including the creation of an IPR unit in the Prosecutors Office, increased support for the
effective but underfunded Copyright Office and enhanced enforcement of existing law. Current IPR law
Isnot WTO-compliant. The Government intends to pass new legidation which will be WTO-consstent
by the end of 1999. There are, however, some sgnificant flawsin the draft legidation.

El Salvador

Population: 5,752,067 (1998)

Nationa Product Per capita: $3,000*

*National product: GDP -- purchasing power parity
Source: 1998 Worldfact Book - CIA

Department of Commerce 1998 Trade Satistics
Imports from the United States: $1,514,000,000
Exports to the United States: $1,227,000,000

U.S. Trade Balance: + $76,000,000

Economy: After twelve years of civil war, El Savador has settled into a period of solid economic
growth with strong demand for imported consumer products. The U.S. remains its most important
trading partner outside the Central American Common Market. The Government has engaged in an
extendve trade liberdization and modernization program that includes subgstantid tariff reductions and the
sde of key state-owned utilities. Already, the Government has sold its national telephone carrier and
eectriaty digribution firms, with privatization of itstherma energy generation plants scheduled for July
1999 and airport and port concessions to follow soon thereafter. El Savador has aworld class
investment law and sgned a Bilaterd Investment Treaty with the U.S. in March 1999.

El Salvador is a strong supporter of trade liberaization in the region and an active participant in the
revitalized Centra American Common Market. In conjunction with the so-called “Northern Triangle” —
Guatemala, Honduras and El Salvador —it is currently negotiating a free trade agreement with Mexico.

Nationalization/Expropriation: There are no outstanding expropriation casesin El Savador. El
Sdvador has signed a Bilaterd Investment Treety with the U.S. which will afford additiond protections
for investorsin thisarea.

Worker Rights El Savador's Labor Code (revised in 1994 with assistance from the International Labor
Organization) is comprehensive and modern. In generd, the Code provides an gppropriate legd basis
for the protection of internationally recognized worker rights.  Although improving, the Ministry of Labor
lacks the resources, personnel and professionalism to fully enforce the labor code.
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In March 1999, the ILO Freedom of Association Committee found againgt the Salvadoran Government
in acase involving severd failed efforts to form a union and the firing of labor leaders of the nationd
telephone company during its trangtion from a state-owned enterprise (named ANTEL ) to a private
company (named CTE) from August 1997 to March 1999. The Committee concluded that the
Sdvadoran Labor Code, and the manner in which the Ministry of Labor applied it, imposed a series of
excessve formdlities to union formation that “ serioudy infringes the principle of freedom of association.”
The Committee regretted the firing of Iabor leaders during the privatization process and emphasized that
the change of ownership in acompany “should not threaten unionized workers and their organizations.”

Labor protection covers al workers, including those in the free trade zone and other in-bond assembly
production (the “maquild’ sector). A law passed in 1996 grants the Salvadoran Government the power
to take away import/export privileges from those maquila plants which violate worker rights provisons
of the labor code. To date, thislaw has not been invoked. The vast mgority of magquila plants
(operating within or outside of free trade zones) are also subject to a growing number of codes of
conduct which include worker rights protection. These codes of conduct are established by the parent
company of plants, required by their customers and/or self-imposed. 1n 1998, the Salvadoran
Asociation of the Assembly Industry (ASIC) indtituted a voluntary code of conduct for its membership,
which includes protection of internationaly recognized workers rights.

The Protection of Intellectual Property Rights and Government Broadcast of Copyrighted
Materials: El Salvador’s current law protecting intellectua property rights took effect in October 1994.
The 1994 |law, together with El Salvador’ s acceptance of TRIPS discipline, addresses severa key areas
of weskness. Patent terms have been lengthened to 20 years and the definition of patentability has been
broadened. Compulsory licensing gpplies only in cases of nationa emergency. Computer software is
also protected, as are trade secrets. Trademarks, however, are il regulated by the Central American
Convention for the Protection of Industria Property. El Salvador has acceded to the Paris and Berne
Conventions and was the first country in the hemisphere to adhere to the 1996 WIPO Copyright Treaty
and the 1996 WIPO Phonograms Trezaty.
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Guatemala

Population: 12,007,580 (1998)
Nationa Product Per capita GDP; $4,000*
*National product: GDP -- purchasing power parity.

Source: 1998 Worldfact Book - CIA _
U.S-Guatemala Trade Figures
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Economy: The Guatemaan economy 1995 199 1997 1998
depends largely on agricultural products Yex

including coffee, sugar and bananas as

well as other, non-traditiona products such as berries, snow peas and cut flowers. Non-agricultural
sectorsinclude tourism (second only to coffee as a source of foreign exchange) and textile assembly.
Since the December 1996 peace accords ending the country's 36 year civil war, the government has
continued to liberdize the economy and expand exports. In 1998, it privatized two large dectricity
distribution companies and the telephone company - and has assured competition in telephone services.
In addition, a U.S. subsidiary was granted a concession to operate the country's defunct railroad and a
Canadian firm, the postal service. Foreign trade increased nearly 40% from 1996 to 1998, but a
growing trade deficit has put pressure on the exchange rate with inflationary implications for the economy
asawhole. The United States remains Guatemalas largest trading partner, but Guatemdais, either
bilaterdly or in conjunction with other Central American countries, negotiating trade and investment
treaties with Chile, Mexico and Panama. In 1998, economic growth was 4.7% despite the devastating
effects of Tropicd Storm Mitch. Foreign debt islow, asis officid inflation.

Guatemala continues to have one of the most serious income and wedlth disparitiesin the hemisphere.
Three fourths of the population live in poverty and about 50-60 percent of the population is dependent
on subsistence agriculture for survival. Officid unemployment is low at 4.5%, but underemployment,
reflecting alack of skills and education, iswidespread. As part of the peace accords, the Guatemaan
government is committed to improving educationd standards.

Nationalizatiorn/Expropriation: The government of Guatemala has taken no expropriation actions since
the 1950s. The Guatemaan Congtitution of 1985 guarantees prompt compensation for any
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expropriation and specificdly prohibits confiscatory taxation.

Worker Rights Mgor reforms were made to the labor code in December 1992 to bring it more closaly
into conformity with internationally recognized worker rights. The labor code protects the rights of
association and to form a union, prohibits compulsory labor and requires governmenta permission for
child labor under age fourteen. Guatemalan labor code aso requires proper work conditions and

normal work hours, sets occupationa hedth and safety regulations, and requires payment of minimum
wage and various bonuses. Guatemaa brought sanctions against one American-owned maguiladora for
repeatedly violating the labor code, by withdrawa of operating licenses.

The Government of Guatemalais working with the U.S. Government to improve worker rightsin the
country. Government policy isto implement legidated reformsin the labor code and to ensure dl
workers, whether in export zones or industries for domestic consumption, enjoy the full exercise of
internationaly recognized worker rights. Serious impediments to this god remain, most of which area
consequence of the government's limited financid and personnel resources and problems with the justice
system. Many cases involving worker rights remain unresolved.

The AFL-CIO hasfiled a petition requesting GSP review of Guatemala every year this decade, and
Guatemaas GSP status was officidly under revison from 1991 until 1997. In May 1997, Guatemaa
was found to be taking steps to improve worker rights, resulting in adramatic reduction in the
intimidation of workers and their leaders.

The Guatemaan Government aso developed adminidrative remedies, such as the suspension of export
licenses and the withdrawa of various tax benefits and operating permits to ded with labor law
violations. Procedures for the regigration of labor unions have been smplified. The Labor Minigtry has
doubled the [abor inspection corps and improved training. A series of pre-emptive inspections of work
gtesin rurd aress has resulted in Sgnificantly higher levels of compliance with the minimum wage laws.

In 1998, the AFL-CIO and severd NGOs-acting separately-filed petitions to review Guatemalas GSP
gtatus based on labor problemsin the banana and maguiladoraindudtries, the "crimindization™ of labor
unions and freedom of association issues. According to these organizations, Guatemaa had not made
ubgtantid progress in improving worker rights. The Administration declined to accept these petitions.
In June 1999, the U.S./Guatemala L abor Education Project (US/GLEP) filed a petition for GSP review
dating lack of progress on the established benchmarks and new violations of workers rightsin the
maquiladora sector.

Progress has occurred in severd areas, such as resolution of labor disputes through mediation, more
rapid regidtration of labor unions, and development of regulations to ded with labor law violationsin the
maquila sector. Remaining problems include dismissal of workers for trade union activities, falure to
investigate acts of violence againg trade union members, and dow resolution of labor complaints,
particularly in the court system.
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The Protection of Intellectual Property Rights and Government Broadcast of copyrighted
material: Guatemala does not have either an adequate lega framework or adequate enforcement
mechanisms to protect |PR holders. 1n 1999, USTR placed Guatemaa on the priority watch list due to
the continued inadequacy of its IPR regime. In particular, exidting legidation views copyright
infringement as a matter for “private’ rather than “public’ action. The Guatemaan government has yet to
introduce legidation to meet its January 1, 2000 WTO TRIPS commitments, however it has agreed to
undergo avoluntary WTO TRIPS Committee review of itsIPR legidation in the latter haf of 2000.

Theright to copy, publish and distribute copyrighted materid is clearly protected, but control over
leasing or renting of protected works is not adequate. Despite Guatemaan membership in the Rome
and Geneva Conventions, Guatemaan law does not generdly protect sound recordings. Legidation
enacted in 1996 extended copyright protection to computer data bases and software, but enforcement is
|eft to private action and no prosecutions have been pursued. As aresult, piracy remains widespread.

Current legidation provides inadequate protection for trade marks on clothing and other manufactured
goods.  Unauthorized use of U.S. brands both on products and sales outlets is commonplace. Draft
legidation to provide improved IPR protection is pending in the Congress, but passage does not appear
to be a Government priority.

Cable operators gtill broadcast unlicenced US-origin programming, under-report subscriptions, and have
not audited subscriber lists as required by agreements reached with associations representing US content
owners. Legidation was adopted in 1992, outlawing such re-transmission and creating a government
enforcement entity. However, the entity has not been staffed or funded adequately. Efforts by the U.S.
IPR holders to negotiate and implement agreements with cable owners, while initidly successful, later ran
into difficulties. Cable operators have formed an association to monitor and encourage compliance with
IPR rules, but success has been limited. Enforcement mechanisms and pendties are weak, and an
overburdened, poorly trained judiciary does not understand the issue.

Guatemala passed a new copyright law in March 1998 and some private businesses have used the
provisons of thislaw to initiate civil actions againgt IPR violaiors. The Guatemaan government has
established a TRIPS mailbox, as required by its adherence to the TRIPS agreement, and a number of
gpplications -- primarily pharmaceuticals -- have been received.

Guyana

Population: 707,954 (1998)

Nationa Product Per capita GDP: $2,500*

*National product: GDP -- purchasing power parity
Source: 1998 Worldfact Book - CIA
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Department of Commerce 1998 Trade Statistics
Imports from the United States: $146,000,000
Exports to the United States: $137,000,000

U.S. Trade Balance: + $9,000,000

Economy. Guyana has undertaken an Economic Recovery Plan in accordance with IMF
recommendations. Fiscd policy has generdly been consarvative, dthough the public deficit spiked
upwards to nearly 10% in 1997 due to unexpected economic problems and generous infrastructure
spending in advance of the country-wide dections. A top priority for the government has been debt
relief. The Paris Club and Highly Indebted Poor Countries (HIPC) initiatives have brought down
Guyand s debt dthough debt payments remain high, relative to GDP. Guyana continues to make
progress in its debt restructuring and structurd adjustment efforts, which should strengthen Guyana's
economy condderably in the medium term.

Severd date-owned businesses have been offered for privatization and government calls for outside
investment have become frequent. The government is gill involved in goproving various business
ventures, frequently at the Cabinet level, because there is no clear investment code, which is badly
needed to facilitate growth and investment. Prospective investors often experience long negotiation
periods and delayed decison-making in an ad hoc process with limited transparency.

Thereislittle evidence that Guyana has any interest in reciprocd free trade arrangements. It gppears
interested in bilaterd investment treaties and the FTAA but does not participate actively in the process.
According to the Ministry of Trade, Guyana supports NAFTA parity. Ther first preference, however,
would be strengthened CBERA without reciproca agreements.

The Guyana leadership has said that the U.S. benefits from CBERA often at the expense of smaller
countries. Thereisafear that Guyanawill be overwhelmed by more developed nations. Thisis
compounded by Guyanas Lome commitments to give no more preferentia trestment to other countries
than is afforded to Lome member countries.

Nationalization/Expropriation: There are severd casesinvolving U.S. firms and the Government of
Guyanain which the government has forced firms to accept bonds in payment for equipment. These
cases generdly involve mining and energy concerns. They have not been settled to the satisfaction of the
U.S. firms. The Government of Guyana hasin effect expropriated property in thet it will not make
satisfactory payment.

Worker Rights Theright of association is provided for in the Condtitution, which specificaly
enumerates aworker's right to "form or belong to trade unions.”

Most union members work in the public sector and in state-owned enterprises. Organized labor in
Guyana congsts of one mgor nationd federation, the Guyana Trades Union Congress (TUC), and the
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rival Federation of Independent Trades Unions of Guyana (FITUG). Thereisatradition of closeties
between Guyanas trade union movement and political parties, particularly the former ruling party, the
People's National Congress (PNC), which controlled the government (and thus public sector
employment) for 28 years.

Workers have a generdly recognized right to strike, although some recent cases of indudtria action have
resulted in widespread dismissals. Public employees providing essentid services are normally forbidden
to strike, but a procedure exists for the review of their grievances by a tribuna gppointed by the Minister
of Labor.

Unions and their federations fredy maintain relations with recognized Caribbean and internationd trade
union and professona groups. All three of the mgjor internationa labor federations have affiliates in
Guyana.

Public and private sector employees possess and utilize the generally accepted right to organize and to
bargain collectively. The Labor Ministry certifies dl collective bargaining agreements and has never
refused to do so. Thisright is not codified, however, and employers are not legally required to recognize
unions or bargain with them. The Congtitution prohibits forced or compulsory labor, and thereis no
indication thet it exids.

Intellectual Property Rights and Bilateral Investment Treaties. Guyana does not have a Bilatera
Investment Treaty (BIT) or an Intellectua Property Rights Agreement (IPRA) with the United States.
BIT negotiations have been entered into but |PRA talks have not yet begun. The most recent BIT
discussons took placein October 1995. No date has been established for further negotiations, although
the government has recently sgnded itsinterest in renewing talks. Guyana has Smilar treaties with
Germany and the United Kingdom.

A new copyright law is currently being drafted. Until loca statutes governing the protection of
intellectua property are revised, enforcement of intellectuad property rights will remain wesk.

Use of Export Subsidies or Imposes Export Performance Requirements or Local Content
Requirements Which Distort International Trade: Guyanadoes not use export subsidies or impose
loca content requirements. The Embassy reports the only red non-tariff barriers are an inefficient
customs system and a lack of aclear investment policy. The ad hoc system for determining policy often
creates delays, complication and confusion for those doing businessin Guyana.

Sif-Help Measures. Guyanais following a development plan outlined by the World Bank/IMF. It has
taken some difficult but necessary steps in an auterity program and has addressed its critica debt
problem by obtaining a 67% debt reduction by Paris Club creditors. Guyanais dso privatizing severd
state-owned enterprises. Efforts are underway to expand the revenue base and improve tax collection.
Areas tha are not being addressed are trade and investment policy initiatives, atrophied public service,
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intellectua property rights and free trade initiatives beyond CARICOM.
Haiti

Population:6,780,501 (1998)
Nationa Product Per capita: $1,070*
*National product: GDP -- purchasing power

parity. U.S.-Haiti Trade Figures
Source: 1998 Worldfact Book - CIA U.SImports, Exports, Balance of Trade
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Imports from the United States: $549,000,000
Exports to the United States: $272,000,000
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Economy: Haiti isthe poorest country in the

Western Hemisphere, with a 1998 per capita GDP

of $348 (the above figure represents purchasing power parity rather than GDP divided by population; the

|latter yields a GDP per capita of $348). Haiti has weak socioeconomic structures and an unemployment

rate of 65%. Haiti is till recovering from the economic effects of the three-year embargo. Exportsin the

assembly sector and non-traditiona agriculture such as coffee and mango exports under CBERA are

some of the only growth sectors in the economy.

Haiti has committed itself to aprogram of privatization and civil service reform. Asof mid-1999, the
government has privatized the state-owned flour mill and cement factory, with privatization of the

telephone company, segport, airport, and e ectric company scheduled to follow. Haiti lacked a Prime
Minigter during an 18-month period in 1997 and 1998, which ddlayed privatization effort sgnificantly.

Worker Rights Haiti's 1961 labor code was officidly amended and ratified in 1984 to comply with
standards established by the International Labor Organization (ILO). The most recent ILO report says
that the government of Haiti has not sent any reports for the last few years. The organization does not
have any cases outstanding againgt Haiti. There are no designated free zonesin Halti.

The congtitution and the labor code provide for the right of association. Workers, including those in the
public and private sector, have the right to form and join unions without prior government authorization.
The Labor Code protects the right of trade unions to organize freely and those who interfere with such

activitiesmay be fined. The minimum employment age for minorsin al sectorsis 15 years. Ferce adult
competition for jobs ensures that child labor is not afactor in theindustrid sector. Enforcement of child
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labor laws is the responghility of the Minister of Socid Affairs, but has been criticized by the Internationa
Labor Organization as inadequate.

The Government of Haiti established a tripartite committee in 1994, compaosed of |abor representatives,
management and government. The committee is charged with investigations of |abor-reated issues and
drawing up modifications to the Labor Code. Haiti's assembly industry has been the focus of internationa
scrutiny for severd years. The Ministry of Socid Affairs has examined the industry and international
organizations have investigated reports of sub-standard labor conditions. The U.S. Embassy has
received no reports of sgnificant labor code violations or widespread abuses.

The Protection of Intellectual Property Rights and Gover nment broadcast of copyrighted
material. Tele-nationd d'Haiti and Radio Nationa d' Haiti have on occasion broadcast copyrighted
materia without the express consent of the copyright holder. While mgor sporting events are sometimes
acquired through legad means, feature films and other televison and radio broadcasts are sometimes
pirated. Off cable channels use materids replayed from homemade videos. Thereisagenerd lack of
knowledge about IPR in Haiti. 1n 1995 the Haitian government diminated the Ministry of Information.
The respongbility for media oversght now rests with the Ministry of Culture. Copyright issues are the
domain of the director of the Nationd Library.

The Haitian Condtitution recognizes certain intellectua property rights. Article 38 provides that scientific,
literary and artistic properties are protected by law. Haiti isasgnatory to the Buenos Aries Convention
of 1910, the Paris Convention of 1883 with regard to patents, and the Madrid Agreement with regard to
trademarks. Haiti's patent law dates from 1922. Its trademark law isthe law of July 17, 1954, as
modified by decreesin 1956, 1960 and 1970. Haitian law provides pendties for infringement, fraud and
unfair competition, with equa trestment accorded to foreign nationals. Haitian law aso protects
copyrights and inventions as long as they are legdly filed with the Ministry of the Interior and Nationd
Defense (copyrights) or patented by the Department of Commerce (inventions, desgns and models).
Any manufacturer, businessperson, merchant, or company is entitled to register atrademark for its
product.

Poor enforcement significantly erodes protection offered by IPR legidation. Moreover, Haiti's wesk
judicid system makesit difficult to obtain remedy in cases of copyright infringement.
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Honduras

Population: 5,861,955 (1998)

Nationa Product Per capita:$2,200*

*National product: GDP -- purchasing power parity
Source: 1998 Worldfact Book - CIA

Department of Commerce 1995 Trade Satistics
Imports from the United States: $1,412,000,000
Exports to the United States: $1,379,000,000

U.S. Trade Balance: + $33,000,000

Economy: The Honduran economy was severely affected by Hurricane Mitch, which struck the country
in late October 1998. Investment and non-traditional exports were among the sectors that suffered mgjor
damage. However, the appard assembly plants (maquilas), the prime beneficiaries of CBERA benfits,
auffered rddivey little damage from Hurricane Mitch. Losses, including key sectors such as agriculture,
industry and infrastructure amount to an estimated $3 hillion, which accounts for about 70% of GDP.
According to some estimates, recongtruction at current prices exceeds $5 billion. GDP is expected to fall
2-3%1in 1999, exportsto decrease about 10%, public current income to be reduced by about $200 million,
and per capita GDP to contract by 2.3 percent. Per capita income in 1999, at $791, remains one of the
lowest in the western hemisphere. Inflation in 1999 is expected to reach 12-13%, down dightly from the
15.7% registered in 1998. The Government of Honduras estimatesthat the country will not reech the levels
of economic development registered in 1998 until 2001.

TheU.S.. isby far Honduras' largest trading partner, accounting for 50% of the country’sforeign trade. As
of July 1999, U.S. investors accounted for an estimated $750 million, about 75% of total foreign direct
investment in Honduras. At least $536 million of that amount was a direct result of CBERA benefitsin the
maquila sector. Honduras now ranks first in gppard production in Central America, second among CBI
countriesand fifthinthe world. Other sectors geared to take advantage of CBERA benefitsinclude shrimp,
melons, and exatic fruitsand vegetables. Thereissgnificant U.S. investment in the banana sector, and there
has been a substantia increase in the number of U.S. franchise operationsin recent years as well.

The rdification of the 1992 investment law, the establishment of free trade zones, low labor costs and the
reduction of trade barriers have made Hondurasincreasangly atractiveto investors. The 1992 investment law
guarantees nationa trestment to al foreign private firmsin Honduras, with only afew exceptions. The law
does not limit foreign ownership of businesses, except for those specificdly reserved for Honduraninvestors,
i.e, smal firmswith capita of lessthan $11,000. In addition, foreign investors are required to act through
alocal agent (which must be, by law, 51% Honduran-owned) to participate in public tenders. Mgority
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Honduran ownership isrequired by law in certain sectors, such asloca transportation, commercid fishing,
those areas bendfitting directly from the nationa agrarian reform law, and insurance companies. Although
there isaclear preference on the part of the Government of Honduras for new foreign investment in export
indugtries, thereare no offiddly mandated requirementsthat foreign investors mugt satisfy as a condition for
investing in Honduras. Privately-operated industrid parks must generate 5,000 new jobs within five years
of sart up, but this gppliesto al owners, both foreign and nationd.

OnJduly 1, 1995, Hondurasand the U.S. sgned aBilatera Investment Treaty (BIT) at theHemispheric Trade
Minigterid in Denver, Colorado. Thistreaty hasbeen ratified by the Honduran congress, ratification by the
U.S. senate is dill pending. Provisons for bilaterd investment are included in the commercid treaties
Honduras has signed with Costa Rica, El Salvador, Guatemda, Panama, and the Dominican Republic. In
addition, Honduras, Guatemaa and El Savador (the northern triangle), are in the find stages of negotiating
free trade agreements with Mexico and the Dominican republic. The agreement is expected to include
investment provisons. In 1993, Honduras signed bilateral investment agreements with Greet Britain and
Spain. Centrad American countries are negotiating free trade agreements with Chile and Panama and
exploring negatiations with the Andean community and Taiwan.

Arbitral awards: over 100 property disputesinvolving U.S. citizens, especiadly inthe Bay Idandsand aong
the north coast, have been registered with the U.S. Embassy. The cases are a many different levels of
settlement within the Honduran judicid sysem. The Embassy is aware of seven cases involving possible
expropriation dams by U.S. dtizens All involve the Honduran National Agrarian Ingtitute (INA), are
complex in nature, long-standing and involve invasions by squaiters. The Government of Honduras clearly
acceptsitsrespongbilitieswithrespect to indemnifying property owners, however, timely compensation was
not received in one of these cases, and only came about through embassy intervention.

The Honduran legd system is dow and generdly unsatisfactory. U.S. investors are strongly encouraged to
hire competent Honduranlega counsdl beforetaking any Sgnificant stepstoward investing or otherwise doing
business in Honduras. When entering into contracts, investors may wish to discuss with their lawyer the
possibility of induding language providing for arbitration or other forms of dterndive dispute resolution.
Honduras is amember of the International Center for the Settlement of Investment Disputes (ICSID). The
Honduran congress is expected to pass this year a new crimina procedures code. It will change the
Honduranjudicia systemfromawritteninquisitoria system to amore open and transparent oral-adversarial
system, amiler to that inthe unitedstates. The United States Agency for International Development (USAID)
and other organizations are providing technica support for the change.

Worker rights Union offidds remain critical of what they perceive as inadequate enforcement by the
Minigtry of Labor (MOL) of workers rights, particularly the right to form aunion. In November 1995, the
MOL sgned a memorandum of understanding with the U.S. Trade Representative to implement 11
recommendations for enforcement of the Honduran labor code and the resolutionof disputes. TheMOL has
progress in implementing severd of these recommendations, particularly as they relate to ingpection and
monitoring of maquilas. Through cooperation within the Tripartite Commission (unions, MOL, the
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Maquiladora Association), the number of unannounced and repeet vists to maguilas by inspectors from the
MOL hasincreased, improving the MOL 's effectiveness in enforcing worker rights and child labor laws.

Since May 1996, the number of strikes and work stoppages in manufacturing plants in Honduras has
dropped by more than one-third, most notably in the maquiladoraindustry.  The Honduran Maquiladora
Associationsponsored several meetings betweenitsmembership and mgor [abor organizations, cuminating
in the sgning in July 1998 of a Code of Conduct for the Maguiladora Association and its constituent
companies. Asaresult, tensions continue to decline and enforcement of the Labor Code by the MOL has
shown ggnificant improvements.

Intellectual property rights. Protection of intellectud property rights (IPR) is handled by the Minigtry of
Industry and Trade. In 1994, following the passage in 1993 of modern IPR legidation by the Honduran
congress, the Minigtry set up an office to handle the registration of patents, trademarks and copyrights, as
well as any complaints regarding their infringement.

IN 1998, Honduraswasplaced on USTR’s Specia 301 Annua Review’s'Watch List'. A report prepared
by the Internationd Intellectua Property Alliance (11PA) estimated that copyright infringements in Honduras
cogt U.S. firms $ 8.3 millionin 1997. There is widespread piracy of many forms of copyrighted works,
indudingmovies, sound recordings, software. Theillegitimate regisiration of well-known trademarkshasaso
been a problem. Honduras saw a portion of its trade preferences under the Generdized System of
Preferences (GSP) and the Caribbean Basin Initiative (CBI) suspended on April 20, 1998 because of its
failure to control broadcast television piracy. However, these benefits were restored on June 30, 1998
following governmentd action to suspend and fine the offending Sations.

In December 1998, the Government reaffirmed its commitment to comply with the Trade Related Aspects
of Intellectud Property Rights (TRIPS) agreement by the January 1, 2000 deadline. TheU.S. and Honduras
initided a Bilatera | PR Agreement inMarch 1999, with signing expected to take place during the course of
the year. A TRIPS-compliant reformed copyright law should be presented to congress before the end of
1999.

Export subsidiesexport performance requirements/local content requirements which distort
international trade: Honduras does not use direct export subsidies that distort internationd trade.
Hondurasimposes no local content requirements on exports. The only export performance requirement the
government imposesis levied on exporters who receive benefits under the country's temporary import law,
which includes duty-free importation of equipment and maerids and a ten-year incometax holiday. With
the 1997 reform of the temporary import law, benefitting exporters are now alowed to export their products
to other Central American countries. Export Processing Zones (EPZs) must generate at least 5,000 new
permanent jobs within five years after sart up.

Inaddition, firmsthat operate under this regime must comply withal Honduranlabor and socia security laws.
While firmsthat operate in these zones pay no income taxes and enjoy free repatriation of profits, they are
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now required to purchase the lempiras needed for their loca operations from Honduran commercid banks
or fromforeign exchange trading houses registered with the Honduran Centra Bank. Inthe past, they were
alowed to obtain those funds on the open market.

Salf-help measures.  With an gpproved 1999 budget of $1.4 billion, the government of Honduraswill direct
its efforts to achieving the objectives contained in the nationa reconstruction master plan for the period
1999-2001. Spending will be focused on economic, socid and productive infrastructure construction
projects, sustainable economic development, human development, and poverty reduction. Projected total
expendituresby the government for 1999 are expected to increase by 28% over 1998. Best prospectsfor
foreign investment during 1999 will indude the health sector, public works, and agriculture. The management
of internationa airports, the telephone company, and the eectricity distribution system are scheduled to be
privatized within the next two years.

Jamaica

Population: 2,634,678 (1998)

National Product Per capita: $3,660*

*National product: GDP -- purchasing power parity
Source: 1998 Worldfact Book - CIA

Department of Commerce 1995 Trade Satistics
Imports from the United States: $1,554,000,000
Exports to the United States: $814,000,000

U.S. Trade Balance: + $740,000,000

Economy. Key sectorsin the Jamaican economy are bauxite (dumina and bauxite account for more than
half of exports) and tourism. 1n 1998, GDP declined by 0.7% percent. Thiswasthe third consecutive year
of contraction in rea output following a-2.1% and -1.4% decline in 1997 and 1996 respectively.

The government's tight monetary policy has succeeded inreducinginflaionto 0.6% for the period January-
May 1999. Interest rates have continued to decline since the beginning of 1997 but gill remain high -- 39%
is the average lending rate. The Jamaican currency moved from an average weighted rate of JDOLS
36.68/$1in1998 to JDOL S 39.0/$1 in July 1999. Net internationd reserveswere $579.3 millionin March
1999.

Jamaica seesitsdf as aleader within Caribbean Community (CARICOM). It chairs the Free Trade Area
of the Americas Conaultative Group on Smdler Economies. Jamaica has been avoca advocate of NAFTA
parity for itself and the region. It fedsthat CBERA benefits hel ped Jamaica develop one of itslargest non-
traditiona export indudtries, garment production, which has started to contract due to severe competition.
The Government of Jamaicais concerned that it will lose thisindustry to Mexico if it does not get NAFTA

parity.
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Worker Rights Labor laws apply to Jamaica s free trade zone just as they do to the rest of Jamaica

The Protection of Intellectual Property Rights and Government broadcast of copyrighted material:
In June 1999, Jamaica’ s Parliament passed anew Trade Marks Act, Layout-Designs (Topographies) Act
as wdl as a hill to amend the Copyright Act. All three have been enacted in fulfillment of Jamaica's
obligations under the United States/Jamaican Intellectua Property Rights Agreement and WTO standards.
News broadcast licenang lawsand regulaions arein place to control radio and televison broadcasters and
providers of subscriber cable service. While the legidative framework isimproving, enforcement remains
weak.

USAID Programs USAID isworking withthe USDA's Anima Plant Health Ingpection Service (APHIS)
to help Jamaicaimprove its phytosanitary servicesto protect their agricultural productionand exportsfrom
pests and pathogens. Training and technical assstance are being provided to plant protection and quarantine
ingpectors. The pre-clearance program became sdlf-sustaining in October 1996. The USDA has full-time
representation in Jamaica, helping to open up the U.S. market to non-traditiond agricultura products.

Trade under the CBERA: Asaresult of the completed USAID Agricultura Export Services Project, 1.5
million boxes of produce, including yams, papaya, taro and scotch bonnet peppers, were cleared for U.S.
entryin1998. The program started in 1984 with the clearance of 1,000 boxes. At that time, even different
types of produce were dlowed into the U.S. Today, that number has grown to forty-eight. The program
is currently carried by the Jamaican Exporters Association (JEA) which, in conjunction with USDA, is
responsible for the technica aspects of the program. JEA ensures that exporters understand and are able
to comply with proper U.S. grading standards and packaging requirements. Another USAID project
component has asssted in identification of potentia U.S. markets. Advanced entomology training was
provided for two Ministry of Agricultureentomologists. Jamaican trained staff also worked at U.S. ports of
entry to enhance their gppreciation for U.S. practices.

Nicaragua

Population: 4,583,379 (1998)

Per capita GDP: $2,100*

*National product: GDP -- purchasing power parity
Source: 1998 Worldfact Book - CIA

Department of Commerce 1995 Trade Satistics
Imports from the United States. $284,000,000
Exports to the United States; $222,000,000

U.S. Trade Balance: + $62,000,000

Economy: Nicaragua has made progress since 1990 in consolidating democratic inditutions and infostering
economic growth. Arnoldo Aleman becameNicaragua spresident in January 1997. Thetwolargest political
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forcesin the Nationd Assembly are the pro-government Liberd Alliance and the Sandinista front (FSLN).
The Government has generdly been able to get itsinitiativesthrough the Assembly withthe support of several
of the smdler parties.

Nicaragua s economy grew by 4.0% in 1998, down from 5.0% in 1997, reflecting the damage caused by
Hurricane Mitch in October 1998. For 1999, estimates for real GDP growth range from 5.0-6.3% (the
higher figure is the government's estimate). This robust growth is being led by commerce, services,
agriculture, and congtruction -- residential, commerciad and public. Nevertheless, Nicaraguals GDP isonly
$2.1 billion and per capita GDP is an estimated $441, the second lowest in the Western Hemisphere. In
March 1998, the International Monetary Fund approved an Enhanced Structurd Adjusment Fecility for
Nicaragua. As part of the IMF program, the Nicaraguan government agreed to implement an aggressve
policydirected at cutting the government fiscal deficit, implementing structural reforms, and maintaining overal
monetary dability. Internationa support for Nicaragua in the aftermath of Hurricane Mitch has been
sgnificant.

Atthe Conaultative Group meeting in Stockholm inMay 1999, donor countries pledged $9 hillionfor Central
American recongtruction, $2.5 hillion of which is earmarked for Nicaragua. The United States and other
donor countriesin the Paris Club dso deferred Nicaragua' s debt payments urtil early 2001. Withaforeign
debt of more than $6 billion, Nicaragua has one of the highest per capita debtsin the world. Nicaragua --
by continuing to maintain its IMF program targets -- seeks significant debt forgiveness in 1999 through the
Highly Indebted Poor Country (HIPC) initiative.

The U.S. remains Nicaraguas largest trading partner by far. Two-way trade in 1998 totaled $790 million
(of which $453 million were Nicaraguan exports to the U.S. and $337 million were U.S. exports to
Nicaragua). These figures have risen steadily in recent years and are expected to continue to do so.
Nicaraguan consumers maintain a decided bias in favor of American products and U.S.-style services.
Emblematic of this bias were the openings over the last year of severd McDonad'sand aTGI Friday’s.

Nicaragua is essentidly an agricultura country with a smal manufacturing base. 1t is dependent on imports
for most manufactured, processed, and consumer items. In recent years the government hasliberdized the
foreign trade regime, sharply reduced tariffs, and diminated most non-tariff barriers and foreign exchange
controls. The Aleman government isfirmly committed to taking further market-opening measures. As proof
of that commitment, in 1999 the Nationa Assembly passed anamendment to the “Ley de Judticia Tributaria’
(Tax Judtice Law), whichwill provide additiond tax reductions. The National Assembly also enacted further
legidation implementing the consumer protection law.

Nationalization/Expropriation: More than 600 U.S. ditizens have filed property clamsfor confiscations,
which took place during the Sandinista era, before the current government took office. An adminidrative
mechanism to resolve property camsisinplace, but the process to ether return propertiesto their origina
owners, or provide compensation in the form of government bonds has been dow. Since 1990, the
Government of Nicaragua resolved over 2,500 U.S. property clamsto the satisfaction of U.S. clamants.
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About 900 dams remain outstanding. Nicaraguardtified the U.S.-NicaraguaBilateral Investment Treaty on
June 26, 1996, providing enhanced protection for future U.S. investments. Nicaraguais adso a party to
ICSID.

Worker Rights: Nicaraguas labor force, estimated at 1.63 million workers, is rural-based and largely
unskilled. Forty-three percent of the employed population is working in the agricultura sector, 13 percent
in manufacturing, and 44 percent in services. In 1998, the Government estimated an unemployment rate of
13.2% and a combined unemployment and underemployment rate of 25.3%. Nicaragua has the lowest
population dengty in Centrd America. Thereis ashortage of skilled technicians and managerid personnd,
athough thisisimproving as members of the business and professiona classes return from exile.

Nicaragua has a Labor Code, which government inspectors back. However, enforcement islargey limited
to the forma sector, which indudes the free trade zones. The high unemployment rate has eroded the
srength of the trade union movement. Approximeately one-third of the unionized labor force belongsto the
Nationa Labor Federation (FNT), a FSLN (oppogtion) -affiliated umbrella organization. Workers may
fredy exercise ther right to strike. Under the Labor Code, workers may strike only after exhausting other
methods of dispute resolution, including mediation by the Ministry of Labor. Despite the code' s provisons
for sreamlining the mediation process, some unions ignore them when inititing a strike. The Labor Code
requires employersto obtain approval fromthe Minigtry of Labor before firing employees. Employerswho
Sidestep this provison may be forced to reingtate the fired employees. Approva to lay off employeesis
usudly granted by the Ministry, but may take sometime.

Protection of Intellectual Property Rights and Government broadcast of copyrighted material:
Protection of rights for both tangible and intangible (intellectua) property is inadequate in Nicaragua
However, the government signed a bilateral agreement on intellectud property protection with the U.S. in
early 1998 and isworking to improve domestic legidation. New copyright legidation was passed July 5,
1999, which will grestly strengthen copyright protection once the law is published inthe officia government
gazette. Pendtieswill be phased in over a 12-month period.

Severd other laws are under consgderation whichwould greatly improve the legd framework for intellectud
property protection. TheNationd Assembly isconsdering lawsto protect developersof new plant varieties
and information sent by satdllite and other sgnd carriers. The government is working on laws to protect
integrated drcuit desgns and well-known trademarks. An updated patent law isaso being reviewed before
being sent to the nationd assembly.

Bilateral Agreements On January 7, 1998 Nicaragua sgned a bilaterd intellectud property rights
agreement with the United States--the firg such agreement in Central America and the fourth in the
hemisphere. Theagreement coverscopyrights, patents, trademarks, semiconductor layout designs, encrypted
program-carrying satellite sgnals, trade secrets, and industrial designs. The agreement addresses crimind
and avil pendtiesfor infractions and provides alevel of protectionwhichexceeds Nicaragua's commitments
in the World Trade Organization's Agreement on Trade-Related Aspects of Intdlectud Property Rights
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(TRIPS). The agreement calls for full implementationby mid-1999. In 1998, Nicaragua also signed a Free
Trade Agreement with Mexico, which includes some protection for intellectua property rights.

Patents. Nicaraguas patent law dates from 1899 and fails to meet international standards for term of
protection and for subject matter subject to patentability. Protection is limited by short patent terms (10
years). InFebruary 1996, the National Assembly ratified the Paris Convention for the Protection of Industria
Property. In April 1997, Nicaragua approved the technicd part of the Centrd American Convention on
Indugtrid Property (inventions and indudtrid designs), dthough this has not yet come into effect. The
Government recently updated a draft patent law, but has not sent it to the Assembly. The Government
recently submitted to the National Assembly a draft law for the protection of plant varieties, which it needs
to subscribe to the Convention of the International Union for the Protection of New Varieties of Plants
(UPOV, 1978).

Copyrights: Copyright protection dates from the 1904 Civil Code and is deficient in many respects, most
particularly inprotection of new forms, induding video and sound recordings, softwareand databases. There
ispiracy of video and sound recordings, U.S. satdllite Sgnas and broadcast theft. 1n July 1999, the Nationa
Ass=mbly passed copyright legidation that will greetly strengthen copyright protection once the law takes
effect upon publicationinthe officid government gazette. Pendtieswill be phasedin over a12-month period.
A complementary law on televison programming carriersis in committee and should be considered by the
Assambly soon. Nicaraguais asignaory to the following copyright conventions:

Mexico Convention on Literary and Artistic Copyrights (1902)
Buenos Aires Convention on Literary and Artistic Copyrights (1910)
Inter-American Copyright Convention (1946)

Universa Copyright Convention (Geneva 1952 and Paris 1971)
Brussds Satdllite Convention (1974)

Panama

Population: 2,631,000 (1995)

National product per capita: $4,670*

*National product: GDP -- purchasing power parity
Source: 1995 Worldfact book - cia

Department of commerce 1995 trade statistics
Imports from the united states: $1,350,000,000
Exports to the united states: $300,000,000

U.S. trade balance: + $1,050,000,000

Economy: Panama seconomy isservice-based, heavily wel ghted toward transportation, banking, commerce
and tourism. Trade and financid tieswiththe United Statesare close. Since 1995, the transportation sector
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has become increasingly important, reflecting the success of Stevedoring Services of America's investment
in Manzanillo Internationa Terminds. Starting from abrown fidd plot in 1993, MIT can expect to make
nearly 1,000,000 twenty-foot-equivaent container movesinthe year 2000, withcontinued growththeresfter.

MIT’s success has dtracted competitors such as Evergreen Line's Colon Container Terminas, Hutchison
Whampoa s Panama Ports Company in Cristobal and Balboa and Kawasaki in the Colon Free Zone.
Ancillary sarvices are dso developing around the portsincduding Kansas City Southern’sinvestment in the
Panama Canal Railroad, whichwill provide amodernized coast-to-coast link. Thesemgor investmentshave
been complemented by Cable and Wirdess investment in the locd telephone monopoly ($1+ billion). Bell
South’s cdllular investments ($100 million) and $600 million in invesment in the power sector.

While recent privatizations have been handled in a trangparent fashion, the privatization of the ports of
Cristobd and Balboa under the Perez Bdladares Adminigtration followed a less than trangparent course
which raised questions on the probity of the process.

Taiffsare currently at their lowest leve in recent history — and among the lowest in the region. President-
elect Moscoso, however, has promised to increase tariff protection of the agricultural sector.

The budget ran adeficit of about 2% of GDP in 1998, undoubtedly reflecting the politica budgetary cycle
— i.e. the tendency to higher expenditures during election years. Panama has been able to stay in good
ganding in internationa capital markets through 1998, withitsdebt trading at reasonable rates compared to
most Latin American sovereign issues.

Worker Rights In January 1996, the Government issued a cabinet decree limiting a broad range of labor
rights, induding the right to strike and bargain collectively inthe Export Processing Zones (EPZs). Following
substantial domestic and international pressure, asecond decreewasissued in February 1996 restoring many
workers rights. However, the second decree provided for collective bargaining with “representatives of
employees’ without specific mention of trade unions. It also required mandatory arbitrationof disputesand
alowed for the participation of an unrepresentative worker delegateinthe Tripartite Arbitration Commisson
(government, labor and industry). In addition, firms operating in EPZs are exempt from paying certain
compensations due workers laid off from firmsin the genera Panamanian labor market.

A January 1997 decree further changed EPZ labor regulations, sipulating that a strike can be considered
legd only after 36 workdays of conciliation are exhausted. |If this requirement is not met, striking workers
can befined or fired. ThelLO noted that the January 1997 regulations do not mention arbitration or specify
proceduresto resolve disputesincourt. ThelLO ruling stated that the Government should amend EPZ |abor
regulations to conform with internationa norms.

Protection of Intellectual Property: Protection of intellectua property in Panama hasimproved sgnificantly
over the past severd years, but serious concerns reman. The 10th Prosecutor’ s Office in Panama City has
beenvigorous in enforcing the 1994 Copyright Law. Throughout 1997 and 1998, it broke up severd large-
scde video piracy operations, and in September 1998 seized 5 million pirated compact discs being
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transshipped through Tocumen Internationd Airport. Numerous raids against businesses accused of using
unlicenced software have resulted in out-of -court settlements; the Business Software Alliance estimates that
up to 70% of software in use in Panamais pirated.

The 1995 Indudtria Property Law mandated the creation of an inter-ingtitutiond commission, with
representativesof Sx government agencies, to oversee | PR policy and coordinate enforcement efforts. Italso
required the Customs Directorate and the Colon Free Zone (CFZ) Adminigtration to establish Intellectud
Property Departments. Enforcement in the CFZ has improved sgnificantly since the March 1998 creation
of the IP Department, with numerous raids and seizures of counterfeit merchandise and suspension of the
operating permits of some offending CFZ companies. Nevertheess, transshipment of infringing merchandise
through the CFZ remains a serious problem.

In 1995, Nintendo of Americaand associated video game manufacturersfiled a GSP petitionagaing Panama
for itsfallure to provide adequate and effective enforcement of IPR.

However, USTR dismissed the petition in October 1998, citing improvement in Panama’s IPR regime.
Panama was placed on the Specia 301 Watch Lig in April 1997, but moved to the Other Observations
category as aresult of anout-of-cycle review later that same year. Inthe April 1999 Specia 301 Review,
Panamawas not listed in any category.

Trinidad and Tobago

Population: 1,271,159

National product per capita: $11,280*

*National product: GDP -- purchasing power parity
Source: 1995 Worldfact book - cia

Department of Commerce 1995 trade statistics
Imports from the united states: $722,000,000
Exports to the united states: $1,010,000,000

U.s. trade balance: ( - $288,000,000)

Economy: Trinidad and Tobago has successfully recovered from over a decade of economic decline. The
Government of Prime Minister Basdeo Panday ispursuingan economic strategy based on fiscad and monetary
discipling, private sector invesment and export-led growth. Trinidad and Tobago has aggressively and
successfully courted foreign investors, diminated dmost dl investment barriers and initided a Bilatera
Investment Treaty withthe U.S. whichcame into force on December 26, 1996. Reduced subsidiesto state-
owned enterprises have contributed to fiscal soundness and lent credibility to the government’s ongoing
divestment program. Although structura reformshavebegunto stimulategrowth in non-hydrocarbon sectors,
overdl economic prospectsremain closely tied to ail, gas and petrochemical pricesand production. Trinidad
and Tobago companies are important employersin anumber of other CBERA beneficiary countries.

54



The Protection of Intellectual Property Rights and Government Broadcast of Copyrighted Material:
Trinidad and Tobago sgned a Bilaterd Intdllectua Property Rights (IPR) Agreement with the U.S. in 1994
and made a commitment under the WTO TRIPS agreemert. Trinidad and Tobago is a member of the
World Intellectua Property Organization (WI1PO) and the Internationa Unionfor the Protectionof Industria
Property. In addition to being a sgnatory on numerous IPR conventions, Trinidad and Tobago recently
signed the 1978 UPOV Convention for the Protection of New Varieties of Plants and the Trademark Law
Society. Furthermore, the Government passed a Patents Act and a new Trademark Amendment Act.
Enforcement remains anissue, especidly regarding pirated video and audio cassettes and the unlicenced use
of televison and cable signds. The Government has pledged to crack down on IPR infringement and has
increased its enforcement activity.

4. Use of export subsidies or imposes of export performance requirements or local content
requirements which distort international trade: The Bilaterd Invesment Treaty (BIT) with the United
States prohibits performance requirements as a condition for invesment. Despitethis, Trinidad and Tobago
strongly encourages, through negotiableincentives, projectsthat generate employment and foreign exchange;
provide training and/or technology transfer; boost exports or reduce imports, have loca content; and
generdly contribute to the welfare of the country.

The government does not directly subsidize exports, but does offer incentivesto manufacturersoperatingin
free zones to encourage foreign and domestic investors.

Other CBERA Beneficiaries

Country Population Nationa Product Per capita
Aruba 68,325 $21,000*

British Virgin Idands 18,705 $11,000*

Dominica 65,777 $2,500*

Grenada 96,217 $3,200%

Montserrat 12,828 $5,000*

Netherland Antilles 205,693 $11,500*

3. Kittsand Nevis 42,291 $5,700*

<. Lucia 152,335 $3,800*

3. Vincent and the Grenadines 119,818 $2,200*

*National product: GDP -- purchasing power parity
Source: CIA The World Factbook 1998

Economy: This group of countries comprises the Caribbean idand-nations of Dominica, Grenada,
Montserrat, St. Kittsand Nevis, Sant Lucia, and St. Vincent and the Grenadines. These countrieshavesmal
economiesthat rely primarily ontourism, afew light industries, and exports of agricultura products. Wehave
very little information about the trade policies of these smaler CBERA bendficiaries.
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Some of these countries have low per-capitaincomes. Smal sze, high shipping cogts, and alack of natura
resources pose severe congraints to development strategies. The possible end to the European Union
banana regime will have an effect on banana dependent economies, such as St. Lucia, Grenada, St. Vincent
and the Grenadines, and Dominica All of these countries have diversfied into tourismamong other indudtries.

Nationalization/Expropriation: There are no reported problems involving nationdization and/or
expropriation in any of these countries.

Rever se Preferences. No reported problemsin any of these countries.

The Protection of Intellectual Property Rights and Government broadcast of copyrighted material:
Except for a problem with video piracy, there have been no complaints leveled againg any of the above
countries. Video piracy in the rental market is a problem throughout the Eastern Caribbean.

Extradition: All of the above countries have in force extradition tregties permitting the extradition of U.S.
citizens.

Worker Rights Worker rights are not a problem in any of the above countries.
Conclusons and Observations

The CBERA, inconjunctionwiththe Uruguay Round and discussionleading to negatiation of the Free Trade
Areaof the Americas, has helped many CBERA countries increase and diversfy thar exports and initiate
policies that lead to more open and transparent markets. Many of the countriesin the region have become
leadersin the FTAA process. CostaRicachairsthe Negotiating Group on Investment, Nicaraguachairsthe
Negotiating Group on Services, Jamaica heads the Consultative Group on Smdler Economies. Guatemaa
isthe Vice-Chair for the same group. Barbados chairs the Joint Committee on E-Commerce. Hondurasis
the Vice-Chair of the Negotiating Group on Government Procurement. Trinidad and Tobago isthe Vice-
Chair of the Negotiating Group on Competition Policy.

Whileintellectud property rights and worker rights are mgjor concerns, several countries have agreed to,
or are negotiating, intellectud property rightsagreements. Inaddition many haveenacted new lawsprotecting
IPR in order to meet TRIPS obligations under the Uruguay Round of the WTO which come into force
January 1, 2000. Unfortunately, these countries often fal to adequately enforce these laws. The threat of
losing CBI and GSP preferences serves as an incentive to encourage countries to work toward enforcing
adequatel PRand worker rights safeguards. Thetemporary suspension of some of Honduras' GSP and CBI
benefitsin 1998 sent a strong signd to the region that the U.S. expects beneficiaries to not just enact, but to
enforce adequate protection for IPR aswell.

An important objective of the CBERA was to diversify the Caribbean Basin's export base away from
traditiond products and commodities. Historicaly, these products have been subject to volatile world prices
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and fluctuating levels of demand, and therefore associated with widdy diverging levels of export revenues.
Export diverdfication is an important aspect of economic development and thus relevant for the countriesin
the Caribbean Basin. While severd traditiona exports (bananas, coffee, sugar, etc.) still remain dgnificant
sources of foreign exchange and employment for beneficiary countries, their relative importance has
decreased in the years snce CBERA wasiinitiated.

As these countries have pursued economic devel opment, their manufacturing capabilities have expanded in
both scope and magnitude. Many types of textile manufactures and wearing appardl, eectrical equipment,
medica supplies, pharmaceuticas, aswel as non-traditional agricultura products, have growninimportance
as sources of export revenue. More recently, some countriesin the region have been successful in attracting
investment in the high tech sectors, including microprocessing and custom filtration equipment systems.

Another important trend is the relative decline in the importance of oil and other petroleum productsin the
beneficiary countries export compogtion. The ratio of non-oil exportsto oil exports has risen sgnificantly.

There has been concern among beneficiary countries regarding the effect of the NAFTA on trade and
investment in the region. The Adminigtration has beenworking with Congress on measuresto expand trade
preferencesfor CBI beneficiaries. The Adminigtration remains committed to enhancing trade benefitsfor the
CBI region, as part of our efforts to help the region recover and rebuild after the devadtating hurricanes that
hit in 1998 (Hurricane Mitch in Centrd America and Hurricane Georges in the Caribbean).

Another isste of concern is the gpparent increase in the movement of illicit drugs in the Caribbean. As
mentioned above, there has been sgnificant growth in exports to the United States sincethe inceptionof the
CBERA in1984. The srengthening of the economies of CBERA beneficiary nations through accessto U.S.
marketsfor goods granted preferentia trestment and the pardld growth of non-traditiona exports provides
an important dterndive to drug trafficking in the region.

More recently, migration pressures fromcountriesin Central America severdly affected by Hurricane Mitch

have strengthened consderably. Access to the U.S. market is key to encouraging investment needed to
rebuild capacity and provide jobs for people in their home countries.
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Chapter 4
SUMMARY OF FEDERAL REGISTER SUBMISSIONS

There were three responses to the Federa Register Notice (64 Federal Register 31342, June 10, 1999)
which requested public comment on the CBERA. The full texts of the private sector submissons are
available in the Office of the United States Trade Representative Reading Room.

The American Appar el Manufacturers Association (AAMA) wrote that the programhas*provided an
important foundation for economic growth and development in the CBI region” which has “trandated into
strong economic benefit for the United States” AAMA noted that its members are heavily involved in
production sharing activities in CBI countries, which has helped maintain American competitivenessin the
sector. However, the organizationexpressed concernthat the benefits of the program have been eroded over
the past nine years due to NAFTA, the abalition of the Section 936 tax credit program and changesin the
globd trading sysem. The AAMA noted that the Asian economic crisis has resulted in a surge of low cost
fabric and garments which chdlenge the compstitiveness of the CBI producers, and their U.S. production
sharing partners. A disaster of adifferent sort, in the form of last year’ s devastating hurricanes has further
added to the need to encourage new investment in the region to promote output and economic recovery.

For thisreason, “the AAMA congdersit ameatter of urgent priority to enact legidation that will enhancethe
US/CBI trading relationship.”

The West Indies Rum and Spirits Association (WIRSPA) wrote to express its continued support for
CBI rum provisions, which have helped Caribbeanrum producersto increasethair U.S. market penetration
and earnforeign currency, especidly inthe low vaue segment of the market. WIRSPA noted that the current
CBI excisetax arrangement for rum, under whichfederd excisetaxes collected on rum produced inthe U.S.
territories or imported, would be returned to the Treasuries of Puerto Rico and the U.S. Virginldands has
benefitted both CBI and U.S. rum producers. WIRSPA stressed that, athough the President may reimpose
control on CBI rum, the duty-free status of Caribbean producers has yet to generate any disruptive import
surges or negative conseguences for the economies of Puerto Rico and the U.S. Virgin Idands.

The International Intelectual Property Alliance (11PA) prepared alengthy submission which contains
an overview, a country-by-country assessment of compliance of mgor CBI beneficiaries with 1PR
commitments and a copy of its petition requesting a review for the Dominican Republic, which wasfiled on
June 16, 1999. Overdl, thellPA believesthat “the PR criteriaof the CBI program have provided incentive
for substantia improvementsinthe copyright laws and enforcement practi cesof many Caribbeanand Central
American countries” The IIPA cited recent copyright legidation passed in Costa Rica, El Savador,
Guatemaa, Honduras, Jamaica, Panama, &t. Lucia and Trinidad and Tobago as one podtive impact. The
[1PA pointed to specific obligations to improve intellectud property rights protection and enforcement
induded in bilaterd trade agreements with Jamaica and Trinidad and Tobago as another postive
developments.
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However, thel I PA stressed that serious problems remain, withU.S.-based motion picture, sound recording,
music publishing, business software, entertainment software and book publishing industries losing tens of
millions of dollars eachyear due to copyright piracy inCBERA countries. Enforcement of exidting legidation
remains aparticular problem. ThelIPA expressed theview that CBERA and other U.S. trade law provides
“both carrots and sticks to usein encouraging our trading partnersto bring their IPR laws and enforcement
policies up to high standards’ and should be used appropriately to open markets to U.S. exports of
copyrighted materids.
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